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istmas... 


... yet Christmas is not the only day for giving, 
not the only time for remembering good friends 
with thoughtful gifts. 


To your business associates, and to your 
friends outside your business, “U.S. News & 
World Report” can be a weekly reminder—not 
merely of your generosity—but of your desire 
to share with them something you have found 


useful. 


For “U.S. News & World Report” aims to 
be useful to the intelligent men and women 
of America who want to see better and better 
government, and a better and better life for 


American people. 


As you meet your friends each week, think 
to yourself how each one of them benefit from 
reading “U. S. News & World Report.” 


Our gift subscription arrangement, with its 
special rates for two or more subscriptions, re- 
mains in effect all year ‘round—simply because 
so many of our readers like to give this news 
magazine at times other than Christmas. Write 
to our Gift Division at the address below as 
you think of those friends who would read and 
use “U. S. News & World Report” as you do. 


U.S.NEWS & WORLD REPORT 


Gift Division of the Circulation Department 


435 PARKER AVENUE & DAYTON 1, OHIO 
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No, you can’t photograph the earth from 
50,000 miles away—yet! But you can do 
almost anything else with photography, 
from picturing the birth of an atom to 
catching Junior asleep under the beach 
umbrella... 


A bright Sunday afternoon is a real 
challenge to the owners of America’s 
34,000,000 amateur cameras. For today, 
anyone can be enough of a physicist, chem- 
ist and artist to record on film whatever 
his eyes can see. 


But amateurs account for only one-third 
of the photographic industry’s $500-mil- 
lion annual volume. Cameras and other 
photographic equipment are primarily 
working tools which contribute in a thou- 
sand ways to improved products, better 
health and greater knowledge. 

The myriad uses of photography are 
the result of painstaking, costly and never- 
ending research. 





“Vision is Indispensable to Progress’ 





The story of a 
500-million dollar idea—found in a little black box 


Because of this research, scientists can 
now photograph far more than the eye 
can see—the stars on the very rim of the 
universe—the internal structure of the 
hardest metals—the “tracks” left by nuclear 
particles. 


Your doctor has X-rays, internal color 
pictures and other photographic aids. Pho- 
tographic evidence makes law enforcement 
easier. Microfilms simplify record-keeping. 


Motion pictures have achieved out- 
standing success in the fields of training, 
education and entertainment. Even family 
snapshots and home movies are more en- 


BANKERS TRUST COMPANY 


NEW YORK 
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joyable because of photographic research. 


Photography is used in almost every 
industry —for chemical, stress and motion 
analyses—to help make good products 
even better, increase production efficiency 
and lower costs of operation. 


We need not fear for America’s future 
as long as the people continue to dream 
of progress—and invest their brains, en- 
ergy and money to make those dreams 
come true. Because America is free, it is 
the greatest nation in the history of the 
world for dreaming—for planning—and 
for doing. 























News within the News 





‘GOOD BUSINESS AHEAD‘—That’s the opinion of Charles E. Wilson, president 
of General Motors Corp., expressed in a U. S. News & World Report interview. 
Mr. Wilson believes that next year will be as good as 1949, barring major trouble 
abroad or at home. He gives an insight, too, into the problem of keeping the 


world’s biggest business on its toes....... 


STEADY PRICES IN 1950.............. JB 
Your cost of living isn’t in for another 
spiral upward, despite the increase in 
steel prices. Food costs are due to drop. 
Clothing prices are down. Rents are 
edging up, but not skyrocketing. Aver- 
age level of prices will be about the same. 


BUYING RECORD IN SIGHT..........P. 12 
Trade, at a record high during the 
Christmas buying season, now is giving 
all signs of staying high in months ahead. 
You get the outlook, industry by industry, 
in this survey of business. 


WHO WILL GET Gi BILLIONS?......P. 14 
How would you spend an extra check for 
$175 or so? Nearly 15 million veterans 
face that question with the distribution 
of their insurance dividends. Their col- 
lective answers are important to business. 
This article shows where most of that 
2.8 billions probably will go. 


WEAKNESS IN FORMOSA............ P. 43 
Formosa, where Chiang Kai-shek awaits 
invasion, is a natural stronghold, but 
not for Chiang. Eyewitness account from 
within the fortress reveals the weaknesses 
that apparently convinced U.S. leaders 
they, too, should withhold their aid. 


RUSSIA: NAVAL THREAT......../....... P. 18 
The Soviet Union, with the world’s big- 
gest army and largest tactical air force, 
is revealed as building one of the world’s 
biggest navies. It’s a special-purpose fleet, 
and already has more ships than the 
active U.S. Navy. 


REPUBLICAN TROUBLES................ P. 20 
It’s a thorny road ahead for Republicans. 
History favors them, slightly, in their 


sacniannaui seein cea otatoinatwede eee 


attempt to regain control of Congress. 
But labor is boosting the Democrats, and 
the search for a positive opposition pro- 
gram is yet to be completed. 


MR. TRUMAN’S HEALTH PLAN......P. 22 
The President’s plan for compulsory 
health insurance has reached the ad- 
vanced planning stage. Its broad outlines 
are set. What it could do for you and 
what it might cost, if passed, are ex- 
plained here. 


GERMANY: RISING COMPETITOR..P. 24 
Fear of Germany is reviving, but this 
time it’s fear of competition from an in- 
dustrial giant that is fast regaining his old 
vitality. This report from Frankfurt shows 
output booming, shops full, people work- 
ing hard, markets expanding. 
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‘ When Mr. Truman tots up his next year's budget: 
Outgo: 42 billion, minimum. That's for the year to start July l. 
Income: 37.4 billion. That assumes no tax cut, no increase. 
Deficit: 4.6 billion, roughly. It compares with 5.5 figured for the year 
ending next June 30. Debt: On the way to 263 billion. 
Maybe Congress will do better than that, but odds are against it. 
Alternative: Tax more, spend less. Inclination: Tax less, spend more. 








Where the money is being budgeted to go next year--broadly: 
Military: 13 billion, minus stockpiling. That's up a little. Veterans: 


> 5.6 billion. This is 1 billion under this year. Interest: 5.8 billion, up a 
ca little. There is 24.4 billion, just as a starter. 
te Aid abroad: 5.2 billion. Marshall Plan aid may be cut a billion. Aid in 





occupied areas may be cut 500 million. Military aid: Up 900 million. Net 
saving in aid abroad may be 600 million. Not much more than that. 

Farm aid: 2.6 billion. No change from this year. It's probably low. 
Social Security: 2 billion. That's mainly for grants to States. Insurance 
plans largely are outside the budget and now take in more than they pay out. 








Lf 





itor Public works: 2 billion. No change from this year. It's probably low. 
ry Other: 5.8 billion, down a little. That's for running departments, for a 
- wide variety of things. It assumes no big postal deficit. 


Added up, it equals 42 billion, down 1.5 billion from this year. There 
isn't revenue in sight to come within 4 billion of that level of outgo. 


ope 


- When Congress tries to cut 4 billion in spending-lending: 
ast Military: Commitments are made. Big, quick cuts unlikely. Veterans: 


Commitments are made in GI Bill of Rights. Drastic cuts improbable. Interest: 
That cost is fixed. Marshall Plan: Commitment to 1952. Cut to 3 billion will 
seem drastic to Europe. Arms Aid: Commitment made, with spending to go on even 
if no new money is appropriated. 

Public Housing: Commitment is made. Aid to farmers: Support of prices is 
gr ordered by existing law. Public works: Dams, irrigation projects, roads already 
are promised by law. Social Security grants: They're fixed by law. RFC 
mortgage purchases: They could be stopped after July 1. Mail subsidies, ship 
subsidies, other subsidies could be stopped, but probably won't be. 

Spending, subsidies, grants in aid, guaranteed prices, guarantees of a 
market, military machines are easy to start up, hard to slow down or stop. 























What it comes down to, apparently, is this: 
hio Spending cuts, drastic, will be talked about, probably not ordered. 
Cuts, where made, often will be offset by increases elsewhere. Public 
works, farm aids, pensions tend to be boosted in election years. 
New programs, however, are to run into tough sledding. 





hio 











“i Asia won't get a Marshall Plan all of its own. British war debts won't be 
&d funded and underwritten by U.S., even with loans, if they're to show up in the 
_ U.S. budget. Military aid abroad will not be increased sharply. 
Written for the issue of December 30, 1949, Volume XXVII—No. 27 (over) 
1949 | U.S. NEWS & WORLD REPORT (No part of this or any other nage may be reproduced without written permission) 3 








XUM 


NEWSGRAM--TOMORROW-- (Continued) 





Aid for education will stand less chance. Compulsory military training 
doesn't stand the ghost of a chance. Federal scholarships for students in 
colleges, other than GI grants, aren't to get much attention now. 

Health insurance is temporarily stopped. So is insurance against loss of 
work through temporary disability. Old-age pensions are to be raised, though. 

Net of it is that new spending plans will be checked. Old spending plans 
will be trimmed here and there. Crest of spending, as a result, probably has 
been passed for this initial postwar period. Drastic reductions in spending, 
however, are not yet in sight. Broadly speaking, there is to be a Spending shift 
--somewhat away from foreign aid, toward subsidy and aid plans at home. 














On the tax side: Excises are to come down, selectively. (See page 47.) 
Income taxes very probably won't be changed. Individuals: high and low bracket, 
will pay on 1950 income what they're paying on 1949. Corporations, big and 
small, are likely to pay the same tax on 1950 as on 1949 income. It would take 
nearly a 20-point increase in corporation tax to balance the coming budget. 

Estate taxes won't be raised, the way it now looks. Gift tax won't either. 
Capital-gains tax is to remain unchanged. Taxes, on balance, probably are to 
come down a little in 1950, not rise a little. Taxing seems past its peak. 

Cuts in taxes, other than excises, though, are improbable. Stockholders 
won't get a tax-free credit for part of dividend income. Corporations won't get 
a chance to write off cost of new plant and equipment more rapidly. 

Spending is too high to permit much more tax relief now. 























Business won't be upset in 1950 by Gcvernment spending and tax moves. 

In first half, good business seems assured. There's agreement on that. 

In second half, much depends on the trend of spending by business. In that 
period, the flow of cash from Government will trend down. If Spending by 
business on plant, equipment, inventories moves up, then things will hum along. 
If business spending fails to rise or points down, then times won't be quite so 
good. There wouldn't be much recession, but no continuing rise, either. 

Odds are that spending by business will tend to increase as 1950 wears on. 
Not much, but some. There are many things management would like to do in the 
way of improvement if money can be raised through sale of equity securities. 

Stock-market health may have much to do with business health from here on. 








Store shelves aren't as loaded after this Christmas as after last. 

Sales, to be extensive, won't offer quite the bargains. Storekeepers, 
able to replace goods at lower prices after sales a year ago, sometimes will need 
to pay more now. Prices, generally, are quite firm. 

Cotton goods: Abundant, but not much cheaper. Woolens: Prices firm. 
Leather products: Prices firm. Shoes: Often a little higher priced. Men's 
Suits: Price tags to be about unchanged. Nylon products: Firm in price. 

Food: Cheaper. Food offers the early 1950 bargain. 

Autos: Prices probably to be firm. Farm machinery: Talk of a raise. 
Furniture: Firm after a recent rise. Rugs: Cost a bit more. 

Outlook all along the line is for price stability. Prices may go up a 
little here and there, down a little in a few other areas. Stability is to be 
the distinguishing mark, though, more than change. Sales volume will be high, 
costs may tend to edge up, but abundance of output will be a restraint on price 
markups. Superabundance of food, cotton will be offset by price supports. 




















Congress, coming back, will be conservative on tax, labor issues. 

White House, looking to November, will push a "Fair Deal," but not too hard. 
Idea will be to generate issues for the autumn campaign, not to enact new programs. 

Mr. Truman, at the year end, gives every sign of liking his job. 

Republicans, searching for a comeback road, remain divided on direction to 
take. It's still far from sure that voters are in a mood for big change. 
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A BIGGER HELPING 
THAN GRANDPA GOT 











When grandpa recalls how much more meat he 
ate when he was a lad, he really means that a 
longhorn steak was so durable it just naturally 
lasted longer. 

Actually Americans this year (1950) will be 
eating about three pounds more meat per per- 
son than was available in 1900. There is more 
meat for everybody despite the fact that our 
human population has nearly doubled while 
the number of meat animals on farms and 
ranches is only one-fifth greater now than it 
was fifty years ago. 

The reason? Simply faster turnover and 
greater efficiency all along the line—from farm 
to plant to store. 


More and more farmers now grow and market 








two pig crops a year instead of one. They put 
more pounds of meat on beef cattle in less time. 
They have reduced pre-marketing casualties 
through better sanitation, better equipment, 
better methods. 

The meat packer now utilizes all of the meat 
and sees that it moves into consumption while 
fresh and wholesome. 

The retailer, with several dependable and 
convenient sources of supply, is able to order 
just the kind and amount of meat to fill his 
customers’ needs. 

Spoilage of meat, a most perishable food, 
has been virtually eliminated—another reason 
why meat moves from farm to table at a lower 
service cost than almost any other food. 


American Meat Institute 


Headquarters, Chicago ® 


Members throughout the U.S. 




















It pays to 
do business 
in New York 


State! 


The value of exports and im- 
ports shipped by vessels through 
the ports of New York State 
equals the total dollar value of 
water-borne shipments handled 
by all other ports in the country! 
For other facts, write: New York 
State Dept.of Commerce, Room 
236, 112 State St., Albany7,N.Y. 




















When you're headed 
toward Boston... 


ask the fellow in the next seat 


which Boston hotel he recom- 


mends . . . Chances are he will 
suggest the famous Parker 
House — and that’s because 


experienced travelers know it is 
conveniently _lo- 
world 


Boston’s most 


cated hotel and _ is 
renowned for its 


commodations, food and service! 


superior ac- 


Parker House 


BOSTON 
A New England Institution 
Glenwood J. Sherrard, President 
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Back to work. Tanned, plump and 
grinning like a schoolboy, President Harry 
Truman flew back to Washington from 
a month spent under the Florida sun last 
week to clean up a few odds and ends 
before leaving for Christmas at his Inde- 
pendence, Mo., home. If the approach of 
another session of Congress bothered Mr. 
Truman, the fact didn’t show in his 
manner. 

With members of his staff around him, 
the President went over the final draft 
of his forthcoming state of the union 
message to Congress. Then he settled 
down to conferences with his Cabinet, 
his budget officer, and Secretary of State 
Dean Acheson. It was clear that world 
problems would continue to have a high 
priority in Washington next year. 

One of the first 
things to catch the 
President’s eye as he 
turned into the 
White House drive- 
way were big signs, 
put up by the con- 
tractor, telling all 
passers-by the name 
of the firm that has 
the job of remodel- 
ing the historic man- 
sion. Before Mr. 
Truman had_ been 
back a full day, the 
signs disappeared. 





—Harris & Ewing 


MR. TRUMAN The Public Build- 
...@ different sign ings Commissioner 
had decided they 


were “not in exact keeping with the sur- 
roundings.” What he wanted was some- 
thing with a little more dignity. 


Holiday greetings. The woman who 
was White House hostess longer than any 
other person, returned last week in the 
role of visitor. Mrs. Eleanor Roosevelt, 
a member of the United Nations Com- 
mission on Human Rights, paid a lunch- 
time call on President Truman. A White 
House spokesman said nothing special 
prompted the occasion. Mrs. Roosevelt, 
an astute Democratic politician, told 
friends that she called only to give Mr. 
Truman her words of admiration and 
encouragement. 


What’s going on? Members of Con- 
gress began returning to Washington last 
week from extended visits back home. 
Dozens were perplexed and bewildered. 
A few were downright depressed. The 
trouble: They hadn’t been able to learn 
very much about what the voters are 
thinking—and knowing what the voters 
think is like money in the bank to a 
politician. 

Signs of prosperity were everywhere, 
but Congressmen found a lot of nervous- 


ness in their districts. Many small busi- 
nessmen, members of Congress discov- 
ered, were having trouble making ends 
meet. And they also discovered that 
people were undecided about foreign 
aid, civil rights, taxes, social security, 
almost every issue that will come before 
the new session of Congress. 

Congressmen were sailing into a new 
year—and a campaign year, at that- 
with no clear sign of how the political 
winds were blowing. 


Sound and fury. One thing was cer- 
tain. There would be plenty of oratory 
in prospect for the new session of Con- 
gress. The way that things have lined 
up, the Senate was almost sure to run 
smack into one long and angry fili- 
buster after another 
early in January. 

High on the cal- 
endar were bills 
about the tax on 
oleomargarine, about 
fair employment 
practices and admis- 
sion of displaced 
persons. All are 
highly controversial. 
Every time they have 
turned up in the past 
they have touched 
off a deluge of talk. 
And there was no 
reason to think this 
time would be dif- 
ferent. 

Some members of Congress worried 
about the waste of time. Others had still 
another worry: The Senate chamber has 
been done over, the acoustics have been 
changed, and an orator couldn’t tell in 
advance how his new speech was going 
to sound. 





Comat U.N 
MRS. ROOSEVELT 
...@ different role 


Happy birthday. Never in memory 
had the Russians seen such a party. Gifts, 
some beautiful, some fantastic and all 
costly, poured in by the thousands. The 
day was filled with speeches, music and 
waving red banners. In a festival that 
reflected the precise discipline with 
which it was arranged, Russia celebrated 
the seventieth birthday of Joseph Vis- 
sarionovich Djugashvili—Premier Joseph 
Stalin. 

In Washington, the celebration re- 
awakened a topic that never is com- 
pletely out of the mind of U. S. officials. 
Premier Stalin was starting a new year. 
He was that much closer to the inevitable 
day when his rule would end. Will a 
change of bosses change Russia’s course 
in the world? 

Nobody—probably not even the Rus- 
sians themselves—knew the answer for 
certain. 


U. S. NEWS & WORLD REPORT 
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(Gee (DAG, WHAT MAKES IT 60 $0 FAST ? 


“It’s power that does it, son. Power from its new jet engines. Engines built with parts made from 
today’s strongest, toughest metals ... parts that fit within one ten-thousandth of an inch.” 





“Those tough parts are shaped by 
tougher tools. Tools sharpened by 
Norton grinding wheels made from 
our 32 Alundum abrasive, the fastest, 
coolest cutting abrasive ever made... 
and our famous Diamond Wheels, a 
Norton first in 1930. 


**Then those engine parts are shaped 
smooth and true by Norton grinding 
wheels. And those parts fit each other 
just right. That’s because of the sure 
finishing touch of Norton grinding 
wheels and machines. 


**And when that giant lands, it lands 
safely because Norton engineering 
created a special grinding machine that 
helps make the landing gears’ odd- 
shaped parts fit true and tight and 
strong.” 
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“Yes, Ronnie, Norton Pari 

. helps make airplanes “aee GRINDING AND LAPPING MACHINES Sy>M@ake LABELING MA 
better. Other products, too. In fact, [Se] Us| 
there’s hardly anything man makes that 

doesn’t get a lift from Norton some- 
where along the line. That’s why I’m 
proud of my job of making better prod- 
ucts to make other products better.” 








REFRACTORIES, POROUS MEDIUMS & LABORATORY WARE | 


NORTON COMPANY, WORCESTER 6, MASSACHUSETTS 


BEHR-MANNING, TROY, N.Y. 1S A DIVISION OF NORTON COMPANY 


























vowume xxvi-no.27 U5. News & World Report 


WASHINGTON, D. C. 





LIVING COST TO STAY ABOUT SAME 
WITH SOME PRICES UP, SOME DOWN 


For most families, the cost of 
living is to stay about as is. 
Higher-priced steel doesn’t mean 
higher-priced everything. 

Some things are up. But most 
food is cheaper. Price tags on 
clothing, household articles, etc., 
are not to change much. 

Money for the family budget 
will buy about what it has been 
buying, despite price changes 
here and there. 


A dollar, for the average person, is 
to go about as far in months ahead as 
in months just past. Some things are to 
be more expensive, some less expen- 
sive. On balance, there probably will 
not be much change. 

Steel is marked up in price, and that 
often has been a signal for price ad- 
vances all along the line. Lumber is up 
in price. So are the prices of a few other 
building materials. Wool is edging 
up. Coffee prices recently skyrock- 
eted. These instances of price ad- 
vances bring back something of the 
feel of inflation. There is talk of a 
new upward spiral. 

Yet prices are not all moving in 
one direction. Meat is a good deal 
cheaper than it was. Pork can be 
bought at bargain prices, compared 
with a year ago. Beef costs a little 
less, too. Egg prices recently have 
tobogganed, Poultry is down con- 
siderably in price. Oranges are 
plentiful and not expensive. 

Price tags on most kinds of cloth- 
ing are about what they have been 
in recent months. Men are to go on 
paying about the same prices for 
their suits and shoes and shirts. 
Women’s dresses and coats are to 
change little in price. Sales after 
Christmas are offering some _ bar- 
gains, but scarcely on the scale of a 
year ago when prices, generally, 
were pointing downward. 

It is going to cost a trifle more to 
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build a house during the first part of 
1950 than it has cost recently. Some 
materials cost more. But the price to the 
buyer is seldom to be raised. Profit mar- 
gins will be narrowed to make up the 
difference. New-model cars, now ap- 
pearing, are priced about the same as the 
old models. Here and there, manufac- 
turers are trimming a few prices. Dealers 
sometimes make concessions. There are 
few increases, and probably won't be 
many in months ahead. It is much the 
same with refrigerators, household equip- 
ment, television sets. Goods are moving 
in large volume to consumers at present 
prices, and industry does not appear to 
be in a mood to risk buyer resistance by 
broad-scale price rises. 

When you look at the facts and figures, 
the picture is one of crosscurrents at work 
in the price structure. That’s considered 
a normal, stable trend. 

Living costs, for example, show mixed 
trends, but with the balance a bit on the 
downside. Food definitely costs less for 
the average family, and food is the major 
item in the average budget. Food costs 
at the meat counters and grocery stalls 


Big Output Will Balance Force of Big Spending 


recently were 8 per cent below the high 
point reached a year ago on the official 
index. Food prices still are about double 
1939, but the trend is downward. 

To be more specific: Round steak 
costs an average of 88 cents a pound now, 
against a retail price of $1.01 in 1948; 
pork chops are down from 94 cents to 
75 cents; butter, from 94 to 73 cents. 
Milk prices haven’t changed much, coffee 
is up considerably, but vegetable prices 
are lower. Egg prices are down from 
80 cents a dozen in September to an 
average of 60 to 65 cents. And the price 
of ham and eggs is expected, officially, 
to be lower next year because of large 
hog and poultry production. 

Clothing prices, over all, are down, as 
the upper chart on pages 10 and 11 
shows. A man can get a business shirt 
for $3.65 now, against $4.10 at the high 
point, but he pays just as much for a 
suit of clothes and about a dollar a pair 
more for shoes than he did last year. 
Women’s cotton house dresses are re- 
ported to be down substantially from last 
year’s high price. 

Rents haven’t moved much on the 
official index, but Government offi- 
cials admit that this index under- 
states the actual case in regard to 
rent. Rents are known to be rising 
gradually, though there is not much 
evidence of any skyrocketing, even 
in cities where controls have been 
removed. Costs also are high for 
thousands of families that bought 
houses at high prices to avoid evic- 
tion. 

Coal prices may advance, but 
fuel-oil prices are down a bit. Prices 
for some miscellaneous items, such 
as soap, are down, and so are prices 
for various pieces of household 
equipment, such as living-room suites 
of furniture and vacuum cleaners. 
Transportation costs are higher in 
many cities because streetcar and 
bus fares have increased. Gasoline 
prices, on the other hand, are ex- 
pected to decline next year. 

Altogether, the trend points to a 
balance in living costs, with in- 
creases in one area offset by price 
drops in another field. The total 
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family budget is not likely to change a 
great deal. 

Business costs also promise over-all 
stability, with increases in one place off- 
set by decreases in another place. Busi- 
nessmen deal in large quantities and buy 
at wholesale. What’s happened to whole- 
sale prices is shown in the chart below. 

Steel-price rise is not expected to set 
a pattern. Nor are higher steel prices 
expected to lead to generally higher 
prices for end products made of steel. 
There is more competition now among 
sellers of cars, vacuum cleaners, and other 
metal goods. So there is a good chance 


that higher steel costs will be absorbed 
by manufacturers of these end prod- 
ucts. Most likely effect of the steel- 
price rise will be that prices of final 
products that might have come down 
now will hold up. 

Actually, as the chart on page 9 
indicates, prices for finished steel prob- 
ably will not advance much more than 
$2.60 a ton. That’s a composite average. 
Some types of steel will go higher than 
the average, while other types will not 
advance that much. 

Up in price also are copper, from 15.8 
cents to 18.4 cents a pound; print cloth, 


from 12.5 cents to 17 cents a yard; wool, 
from $1.45 to $1.73% cents a pound; 
worsted yarn, from $3.65 cents a pound 
to $3.68, and some types of rayon. 
Southern pine lumber has advanced 
from $63 to $66 a thousand board feet, 
and oak flooring has gone from $150 to 
$162 a thousand board feet. Cement costs 
a little more than it did a few months ago, 
and so does rubber. 

Stable prices are reported at whole- 
sale for lead, zinc, nickel, window glass, 
linseed oil, white lead, bricks, nails, most 
chemicals, paper and hides. These are 
essential materials for a host of end prod- 
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ucts, ranging from houses to newspapers. 

Almost all prices are below the peaks 
reached in 1948, and there is little evi- 
dence that prices are going to return to 
those heights. Outlook for industrial costs, 
as for living costs, is a relatively steady 
price level. 

A steady price level is further indi- 
cated by the balance of forces now at 
work in the business situation. Money 
supply is large and growing. Veterans 
are to receive a lot of cash early next 
year from insurance-policy refunds. (See 
page 14.) The Federal Government will 
be spending more money than it takes 


in—much more. All that is inflationary, an 
upward pressure on prices. 

On the downside, however, is Amer- 
ica’s capacity to produce. U.S. farmers 
have demonstrated that they can produce 
far more food and other products than 
consumers want. So much, in fact, that 
the Government must underwrite prices 
they get. Industry also has shown that it 
is geared to turn out quickly all the goods 
that consumers want to buy. Only in 
nylon and television sets does there seem 
to be any lack of supply, except for tem- 
porary shortages that are quickly made 
up. The American productive machine 
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puts a downward pressure on prices 
through the force of competition. 

Competition also is putting pressure 
on producers to cut costs. New plants 
have been built, old plants modernized 
and re-equipped, so that more production 
can be obtained from an hour of work. 
The growing labor force also puts pres- 
sure on workers to improve efficiency. By 
cutting costs, efficiency also tends to 
lower prices. 

The prospect, therefore, is for rela- 
tively small changes in prices in the year 
ahead. And that enhances prospects for 
a stable wage level as well. 
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A NEW BUYING RECORD IN SIGHT 


Reported from CHICAGO, NEW YORK and SAN FRANCISCO 


Retail buying, at a record vol- 
ume for Christmas, is to remain 
high into the new year. That's 
the outlook. 

Christmas buying was so brisk 
that stores were caught short in 
some lines. Orders are backed up 
for some television models, cer- 
tain toys, household appliances, 
other things. 

Result: Post-Christmas shopping 
can break records. 


The public in 1949 broke records 
in the volume of its Christmas buying. 
Not quite as many dollars were spent 
as in 1948, owing to the lower level of 
price, but more goods moved to con- 
sumers. 

Here and there, shortages appeared 
that reduced sales in the Christmas 
period. Those shortages, where they did 
appear, affected only a tiny fraction of 
Christmas business and were centered in 
a few products. Demands that went un- 
filled will be met rapidly in the period 
just ahead when trade volume normally 
sags below its pre-Christmas level. 

Retail trade, in fact, promises to hold 
high in the post-Christmas period. In 
terms both of dollars spent and of volume 
of goods moved it probably will equal all 
past records when seasonal factors are 
considered. Wage and salary payments 
are higher than ever before. Veterans are 
about to get a windfall ot 2.8 billion dol- 
lars. (See page 14.) Investment income 
is rising. A real prospect exists that excise 
taxes on many products will be reduced 
before mid-1950, permitting, in effect, 
price cuts that may attract further buy- 
ing. (See page 47.) 

Merchants, even so, are to continue 
their policy of cautious buying and of 
tightly controlled inventories. In part, it 
was this caution that led to the shortages 
that developed in the final rush of Christ- 
mas buying. However, there were other 
causes. Strikes had something to do with 
the shortage of some products in heavy 
demand. Whims of the buying public, 
such as a tendency to demand a particu- 
lar type or model of a particular product 
and to be cool to a comparable product 
in stock, provided one more factor. 

Automatic washers of popular types, 
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The long-range outlook is good 


for example, encountered a runaway de- 
mand. Steel shortage, due to strike, had 
caught a manufacturer short. For one of 
the large chains, demand far exceeded 
available supply, resulting in a large 
volume of unfilled orders. Buyers knew 
what they wanted and were not inter- 
ested in other types. A comparable situa- 
tion developed in demand for a particu- 
lar kind of stove. Stoves are abundant, 
but the buying public had its eye on one 
type. 

In television, demand from one end of 
the country to the other—where recep- 
tion is possible—was described as “red 
hot.” It was in this field that shortages 
were most acute. Yet there were plenty 
of some types of sets. One big producer 
of a popular set was having trouble get- 
ting into volume production. Then there 
were sporadic shortages of such things 
as electric trains. Pop-up toasters, elec- 
tric mixers, smaller electric appliances 
for home use often turned up short under 
heavy demand. Electric refrigerators were 
not always available and many buyers 
had to be content with gift certificates for 
Christmas, with a promise of later de- 
livery. 

It was much the same story all over 
the country, not just in one section. Yet, 
as Gen. Robert E. Wood, chairman of 
Sears, Roebuck & Co., expressed it: 

“Sales that were missed were an in- 


finitesimal part of total business.” 


General Wood heads the country’s 
largest merchandising organization. This 
organization through its branches and by 
mail is in intimate touch with the trade 
picture in all parts of the nation. The 
experience of the 1949 Christmas, with 
its scattered shortages of goods, is not to 
lead Sears to change its policy either with 
regard to inventories or length of com- 
mitments for delivery of goods. 

“Today, in almost every line, there is 
speedy delivery,” General Wood explains. 
“There is no particular object in order- 
ing far ahead. Then, too, where formerly 
we were in a rising market, now the mar- 
ket is stable. Buying policies that have 
been in effect still appear to be good 
policies.” 

An executive of another large chain 
implied a like conclusion. Holiday trade, 
he said, customarily is a hurly-burly and 
not too significant for its effect on longer- 
range policies. 

As for the outlook, General Wood has 
this to say: 

“For the next six months, at least, busi- 
ness should be very good. It should at 
least equal that of 1949 and probably 
will be a little better. Profits will be con- 
siderably larger because we will not be 
in a declining market. I cannot see any 
prospect of recession up to mid-1950. 
Further ahead than that one cannot be 
too sure about. We have to allow for such 
things as strikes—though apparently we 
are not to have so many of these—for Rus- 
sia, and for changes that may affect the 
monetary situation.” 

Trade prospects, over their broad 
range, appear favorable not alone for de- 
partment stores or mail-order houses or 
specialty stores, but for stores of almost 
all kinds from automobiles to drugs. Even 
jewelry stores and fur stores may be 
helped, after a rather substantial sales 
drop, when Congress reduces excise taxes 
at some time in first half of 1950. 

Back of the outlook for good times in 
trade is the fact of a record level of in- 
come and a readiness of buyers to supple- 
ment that income by going into debt to 
buy things that they want. Personal in- 
comes, after taxes, will approach a 200- 
billion-dollar annual rate in the first half 
of 1950 to break all records. People are 
to have money with which to buy goods 
and all signs indicate that their interest 
in goods remains high. 

Automobile dealers are told by man- 
ufacturers to count on about as good 
business in 1950 as the record year they 
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scored in 1949. Charles E. Wilson, presi- 
dent of General Motors Corp., forecasts 
another 6-million-car year. (See page 
30.) Auto market is to be supported by 
continued high personal incomes, the 
many GlJ-insurance refunds that will be 
enough for a down payment, the large 
number of over-age cars now on the 
road—nearly half are eight years old 
or more. 

Building-material dealers and hard- 
ware stores can count on a continued 
high level of construction to support 
their sales. Their business probably will 
not regain the peak reached in 1948, but 
a sales rate of 9.8 billion dollars a year 
appears likely for the first half of 1950. 
That would be 400 millions a year above 
the current level of sales. 

Furniture stores also can expect to 
cash in on the righ rate of home build- 
ing. Sales next year give every sign of 
duplicating the 6.7 billion dollars total 
for this year. Dollar sales of furniture 
stores are down from the level reached 
in the second and third quarters of 1948, 
but a good part of that decline results 
from lower prices, 

Jewelry stores had a bonanza during 
the war years, but, since 1936, sales of 
jewelry have been downward. A declin- 
ing marriage rate, plus competition from 
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other durable goods, such as automo- 
biles, affects jewelry sales. Nevertheless, 
jewelry stores probably can count on 
more than a billion dollars in 1950 sales. 
That’s about the current level. 

Stores that sell durable goods prob- 
ably can expect as high a sales volume, 
as a group, as they hit in the third quar- 
ter of 1949. Automobile dealers, as in 
this year, are likely to get the largest 
share of the business. 

Dealers in “‘soft’’ goods are likely 
to find that 1949 marked the end of the 
downward-adjustment period for them. 
Department stores, apparel stores, other 
lines suffered a trade decline in this 
year. But these goods wear out. Given 
the prospect of high consumer incomes, 
soft-goods sales are likely to increase. 

Clothing stores had a rather substan- 
tial sales decline early in 1949, but that 
appears to have ended in August. Pros- 
pect is for an improvement in sales from 
recent levels, although 1950, as a whole, 
may not produce any more than the 
estimated 9.1 billion dollars spent for 
clothing in 1949. That will be a smaller 
dollar volume than for either 1947 or 
1948. 

Drugstores have been doing twice the 
dollar volume of business of prewar 
years. There is no evidence that drug- 


store sales will decline in the year ahead. 
A volume of 3.5 to 3.7 billion is indi- 
cated. Drugstores are benefiting from 
stocking a wider range of products and 
from new drugs, such as the recently in- 
troduced anticold tablets. 

Restaurants and bars probably will 
not do any more business next year than 
in 1949, but the prospect is for no worse 
business. Restaurant sales appear to have 
dropped back to the prewar relationship 
with personal incomes. That indicates a 
volume of 11.2 billions. 

Food stores sold a larger volume of 
food in 1949 than in 1948, but dollar 
sales were off because of lower prices. 
Low prices are likely to continue, but 
food-store cash registers should ring up 
about as many dollars in 1950 as in 1949, 

Department stores, which bore the 
brunt of the 1949 sales decline, should 
score an improvement in 1950. A sales 
rate of 16.4 billion dollars a year for the 
first half of 1950 is indicated for depart- 
ment stores, mail-order houses and gen- 
eral merchandise stores. That will not be 
as high as 1948 but it will be the high- 
est since that year. 

All in all, the outlook for retail trade 
points to a year of high volume and im- 
proving business in the first six months 
of 1950, at least. 
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Who Will Get Big Slices 
Of Veterans’ 2.8 Billions? 


Spending plans of veterans 
show who will get the 2.8-billion- 
dollar insurance refund, due soon. 

Old debts will take part of the 
money. So will savings. But a lot 
of it will be spent fast. Clothing 
stores, auto dealers, home fur- 
nishers, repairmen, all will get 
big slices. 

Biggest share of the money 
will be spent in the East. But pay- 
ments, going out, will show up 
all over the country. 


A new flow of checks to veterans is 
to get under way during the next few 
days. This flow is to be at the rate of 
175 million dollars a week for about 
15 weeks, tapering off during mid- 
April to a trickle for late-comers. By 
the time the last of 16 million checks 
has been written, probably around 
midyear, veterans will have received 
more than 2.8 billion dollars. 

The money is a refund on past premi- 
ums for insurance taken out in wartime. 
It is to come as a windfall to veterans. 
Unless all signs fail, refund 


Clothing and food merchants will get 
a large share of the refund dollars. Stores 
selling housefurnishings, drugs, shoes, to- 
bacco, liquor, a wide variety of nondura- 
ble merchandise will gain millions of dol- 
lars’ worth of extra business. Altogether, 
about 28 per cent of the refund checks, 
or 784 million dollars, will be spent for 
such goods. 

Automobiles will take another big 
slice. The down payment required on a 
new low-priced car in one Eastern city is 
$590—only slightly more than the maxi- 
mum dividend payment. A typical sec- 
ond-hand car can be bought with a down 
payment of $300. A veteran with a car to 
trade in might find his down payment on 
a new car as low as $175. That is to be 
the average value of refund payments. 

Here are a few other examples of 
things that veterans will be able to buy: 
An 8-cubic-foot refrigerator sells for $229, 
or $23 down and about $10 a month for 
24 months. A 10-inch television set is 
available for as little as $17 down, $7 a 
month. A sofa and two easy chairs, aver- 
age quality, cost around $225 at one na- 
tional chain store—$23 down and $14 a 
month, on that store’s terms. 

Such purchases will use 23 per cent 
of the veterans’ insurance money. 

Illness and personal debts can be ex- 
pected to take around 560 million dol- 


lars or 20 per cent of the refund money. 
Dividends also will be used for house re- 
pairs, vacations, farm machinery, supplies 
and equipment in many different lines. 

Taxes probably will soak up nearly 
196 million dollars of the refund. Veter- 
ans are to pay no federal income tax on 
their dividends, however. 

Banks will get 168 millions for savings 
and checking accounts. Real estate pur- 
chases, business investments, purchases 
of stocks and bonds, payments on mort- 
gages and business debts may account for 
11 per cent of the refund. 

A region’s share of the dollars, and 
the expected trade increase, will depend 
in general on the size of its veteran popu- 
lation. Outlook by regions: 

In the East, veterans living in New 
England will have about 178 million dol- 
lars to spend. Veterans in heavily popu- 
lated New York, Pennsylvania and New 
Jersey will draw about 577 millions. 

In the South, a total of about 485 
million dollars is to be distributed. The 
eight States along the Atlantic Coast will 
get about 314 millions. The other 171 
millions will go to veterans in Alabama, 
Kentucky, Mississippi and Tennessee. 

Midwestern States of Illinois, Indi- 
ana, Michigan, Ohio and Wisconsin will 
profit from 519 million dollars in refunds 
to veterans. About 226 millions is to be 
paid to veterans living in the seven 
other Midwestern States, west of the 
Mississippi. 

The Southwest—Arkansas, Louisiana, 
Oklahoma and Texas—is due to get about 
230 millions of the refund money. 

Far West markets will gain from pay- 
ment of 335 millions to veterans living in 

the 11 Mountain and Paci- 





checks are to be cashed 
quickly and spent freely. 
Some veterans’ will get as 
much as $528. For most, 
checks will range from a few 
dollars to several hundred. 
Spending of the money will 
have important effect on retail 
trade and on industries sup- 
plying merchants. 

A measure of the spend- 
ing, and the direction it will 
take, is afforded by experience 
with terminal-leave bonds. In 
the last four months of 1947, 
about 1.1 billion dollars was 
paid to veterans as they con- 
verted bonds to cash. 

A study of a sample group 
showed how veterans used 
their terminal-leave money. 
Insurance-refund dollars are 
expected to be used in some- 
what the same way. 

The table shows what to 
expect from spending of the 
insurance dividend. 


Total 





What Veterans Will Buy 
With Insurance Refunds 


These estimates show how veterans will spend the 2.8 
billion dollars of insurance refunds, assuming that they use 
the money the way they used their terminal-leave pay. 


Amount 


$2,800,000,000 100 


Basic data: Federal Reserve Board Survey of Consumer Finances 


fic States. California alone 
among this group, will re- 
ceive about 174 millions from 
the insurance dividend. 

The insurance refund is 
to set a record, in size and 
speed of payments, for spe- 
cial outlays to veterans. The 
World War I bonus payment, 
begun in 1936, put 1.6 bil- 


Per 
Cent 


Clothing, food, housefurnishings, “soft” goods $ 784,000,000 28 lion dollars cash into the 
Cars, furniture, jewelry, home appliances, etc. 644,000,000 23 spending stream in 12 
Illness and other emergencies 308,000,000 11 months. Terminal-leave 
Personal debts 252,000,000 9 bonds worth 1.4 billions were 
Taxes and miscellaneous expenses 196,000,000 7 cashed in 24 months. Most 
Bank savings and checking accounts 168,000,000 6 of the 2.8-billion-dollar_ in- 
Real estate purchases 112,000,000 4 surance refund will be passed 
Vacations and recreation 84,000,000 3 out in less than five months. 
Business investments 84,000,000 3 Some veterans have spent 
Stocks end bends 84,000,000 3 their dividends in advance. 
Mortgage and business-debt payments 28,000,000 1 —— the flow rd checks will 
House repairs 28,000,000 1 = : ee ih. 
Farm supplies and equipment 28,000,000 1 a cially se Be ‘i yt bie 


chants at this time, when 
business normally slows after 
the Christmas rush. 
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WHY U.S. ISN’T TO DEFEND FORMOSA 


Reported from TAIPEH, FORMOSA 


Formosa is being readied for 
Chiang Kai-shek’‘s last stand 
against the Communists. The out- 
come means a lot to U. S. 

This island will be hard to hold, 
with or without U. S. aid. Island- 
ers distrust Chiang’s Nationalists, 
resent occupation, offer little help 
if Communists move in. 

Americans fear that Formosa, 
in Communist hands, might be 
converted into a Russian military 
base in the Pacific. 


Generalissimo Chiang Kai-shek now 
is reduced to the stature of just another 
Chinese war lord in terms of territory 
held. But what Chiang has left of his 
Nationalist China, an island no bigger 
than the combined area of Massachu- 
setts and Connecticut, is of great stra- 
tegic interest to the U.S. and to Russia. 

On that island, Formosa, are 70 Jap- 
anese-built air strips from which planes, 
as shown on the map on page 17, can 
easily reach Japan, Okinawa and _ the 
Philippines, key bases for U.S. air de- 
fenses in the Pacific. From Formosa, the 
Japanese launched their air attack on 
the Philippines and their invasion of the 
Dutch East Indies. Submarines can be 
refueled in Formosa’s small ports. 

U.S., therefore, has an interest in 
keeping this island stronghold out of the 
hands of Chinese Communists, Russia’s 
allies. But here, in miniature, are all the 
weaknesses that have cost the National- 
ists the whole of the Chinese mainland. 
Formosa’s islanders, ruled like a con- 
quered people, hate Chiang’s National- 
ists. Americans on the island believe 
Chiang will be lucky if he can hold it for 
six months, because of the chaotic situa- 
tion inside Formosa. 

U.S. problem is how much help, if 
any, to give Chiang’s Nationalists for 
their “last ditch” stand on this island. So 
far, since V-] Day, the U.S. has given 
the Nationalists about $3,014,400,000 in 
loans, grants and credits. In this time the 
Communists have taken virtually all of 
China, All that remains of U.S. aid in 
cash, arms and equipment is the relatively 
small amounts saved for the defense of 
Formosa. 
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Some American Congressmen and gen- 
erals are urging the U.S. Government to 
do anything that is necessary to hold 
Formosa. After a careful examination of 
the facts about Formosa, however, the 
U.S. Government appears to have de- 
cided against the direct intervention that 
most Americans on Formosa _ believe 
would be necessary to keep the Chinese 
Communists out of the island. The facts 
are these: 

Outside Formosa, almost all of 
China is Communist-controlled. 

On the mainland, Communists hold all 
of the major ports, all of the major cities 
including Peiping, Nanking, Shanghai, 
Canton and Chungking. Communists 
have not yet reached some parts of 
Southwestern China still ruled by gen- 
erals who once took orders from Chiang. 
When they do, little resistance is ex- 
pected. 

Offshore, the Nationalists still hold a 
number of tiny islands along the coast 
and two large islands, Hainan and For- 
mosa. About half of Hainan island, how- 
ever, is already in the hands of Commu- 
nist-led guerrillas and the rest is expected 
to fall to the Communists when they are 
ready to occupy it. But small islands along 
the coast from Shanghai to Hong Kong 
are defended by the Nationalists. Re- 
cently, when a force of 17,000 Commu- 
nists tried to seize one of the islands 
opposite Formosa, the Nationalist defend- 
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CHIANG KAI-SHEK 
. a last-ditch stand 





Eyewitness Report 
From Chiang’s Fortress 


What chance does Generalissimo 
Chiang Kai-shek have of holding 
Formosa as an island stronghold 
against the Communists? 

U.S. News & World Report sent 
Joseph Fromn, its Regional Editor 
for the Far East, to the island to 
investigate at first hand the odds 
for and against a Communist take- 
over. Here is his dispatch. 











ers killed or drowned 7,000 invaders and 
captured almost 9,000. 

As long as the Chinese Navy and Air 
Force remain loyal to Chiang, the Gen- 
eralissimo has a good chance of holding 
these outer defenses. Catch is that units 
of both the sea and air forces already are 
going over to the Communists. So, look- 
ing ahead, most people on Formosa feel 
that Chiang soon will have nothing left 
but his fortress island. 

Inside Formosa, at first glance, the 
island appears to be a well-equipped, 
natural fortress. On the west, Formosa 
is protected by rock walls that soar to 
6,000 feet. The oval-shaped island slants 
toward the western plain; invaders from 
the mainland will be exposed to fire from 
the mountains. About 300 years ago, the 
last of the Ming emperors of China seized 
the island from the Dutch and held it 
for nearly 50 years against Manchus who 
overran the Chinese mainland. 

Chiang, confident that a war between 
the U.S. and Russia is inevitable, plans 
to hold Formosa until, with U.S. help, 
he can make it a base for reconquest of 
the Chinese mainland. For many months 
he has treated Formosa as his personal 
property. His best troops, arms and 
planes and some 300 million dollars’ 
worth of gold and securities were sent to 
Formosa while other Nationalist leaders 
urged resistance on the mainland. Alto- 
gether, counting troops and _ refugees, 
about a million mainlanders are living 
with 6.5 million Formosaius on the island. 

A second look around Formosa, how- 
ever, turns up plenty of evidence of the 
same kind of mismanagement, political 
corruption, military rivalries and lack of 
unity that brought defeat to the National- 
ists on the mainland. 

Unemployed generals by the dozens 
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FORMOSA’‘S SOLDIERS: THEY SUFFER FROM TOO MANY GENERALS 





FORMOSA’S RICE: IT MUST FEED A MILLION CHINESE REFUGEES 


-—Acme photos 


FORMOSA’S CAPITAL: ‘CARPETBAGGERS’ AND SHINY NEW AUTOS 
. and everywhere, the people’s hatred of mainlanders is evident 
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can be seen from any street corner of 
Taipeh, Formosa’s capital. They are the 
commanders of Nationalist armies de- 
feated on the mainland. They and the 
officers and men they brought with them 
account for most of Formosa’s “army” 
of 350,000. Only about 130,000 troops 
on the island are in complete units ready 
to fight, but even the commanders of 
these forces are quarreling with one an- 
other. Here, as on the mainland, the 
Nationalists seem unable to get a unified 
command. 

Rivalry among Chinese leaders under 
Chiang is particularly evident among the 
tens of thousands of Nationalist Govern- 
ment officials now scattered throughout 
the island. They once governed 450 
million Chinese on the mainland. Now 
they are interfering with the Government 
of Formosa and with each other. In the 
small resort town of Tsaoshan, Chiang’s 
personal headquarters 15 miles from this 
capital, several hundred Chinese of his 
“brain trust” bid for his favor. The civil 
government is weak, shot through with 
corruption and graft. 

Wealthy Chinese refugees from the 
mainland bribe officials to get this favor 
and that. They monopolize the best of 
the housing left by the military to For- 
mosa’s native population. Their shiny 
new American automobiles are much in 
evidence in sections of Taipeh and other 
cities where the black market flourishes. 
Some of them have become the Chinese 
counterparts of the Northern carpet- 
baggers who flooded the South after the 
U.S. Civil War. They have taken over 
plantations and industries once owned 
by the Japanese; they are boosting retail 
prices to levels that only wealthy main- 
landers can aftord. 

Creeping inflation already is undermin- 
ing the value of the Formosan dollar, 
created just last June when Chiang set 
aside 28 million dollars’ worth of gold to 
back the new money. A U.S. dollar, sét 
officially at five Formosan dollars, now 
buys nearly eight. Note circulation has 
trebled in six months. 

All this is a heavy drain on Chiang’s 
resources. His war chest of gold and 
currency reserves is down close to 75 
million dollars. Soldiers and refugees 
from the mainland are eating up the rice 
that Formosa once sold abroad; the high 
cost of producing Formosan sugar and 
camphor has priced these exports out of 
the world market. U.S. dollar aid would 
help Chiang’s economic position in For- 
mosa, but it would not buy off his island 
enemies, the Formosans. 

The people’s hatred of mainland 
Chinese is evident everywhere on the 
island. Formosans are of Chinese origin, 
but they have been influenced by gener- 
ations of island life and half a century 
under Japanese rule. They respect order 
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of and efficiency; they want self-govern- 
the ment. 
de- Americans are not popular among 
the Formosans. U.S. and Russia agreed at 
1em Potsdam in 1945 that Formosa should 
ay" go back to China, which would get title 
ops when a peace treaty for Japan was signed. 
ady But the U.S. Navy brought Chiang’s 
- of troops from the mainland to take the sur- 
an- render of Japan’s troops and the Nation- : : 
the alists took immediate possession. One of i. 2 


fied the startling things.to American visitors ge MANCHURIA a 


is to hear Formosans talking of “the good 


ider old days” when the island was part of ta. 
a 2 ULS.S.R., 
ern- Harsh rule by Nationalist troops turned : 2 

10ut into bloody repression in February, 1947. f a 

450 The unarmed Formosans revolted: Chi- 
Now ang sent reinforcements from the main- 
nent land. From 5,000 to 20,000 Formosans 

the were killed; island leaders down to the 
ne’s village level were executed. Many For- 

this mosans dream of revenge. 

his Government reforms, on the lawbooks 

civil since 1945, are being carried out now, 

vith but they are coming too late to win For- 

mosan support for Chiang. If and when 

the the Communists invade Formosa, Chi- 

avor ang’s Nationalists will get little help from 

t of people of the islands. 

For- Writing off Formosa is not a pleas- 

hiny ant prospect for U.S. strategists. They 

hh ie are well aware that Formosa in Russian 


ther hands would be a powerful base oriented 


hes. against U. S. defenses in the Pacific. They 
nese are ready to be shown that Chiang can 
pet- hold this island, but they doubt it. 
the The invasion of Formosa from the 
over Communist side of the strait may be de- 
med layed for months. At present the Commu- 
etail nists are just beginning to assemble an 
ain “invasion fleet” of junks, just beginning 
to woo Chiang’s Navy to join them. Boat- 
nine loads of organizers trained to enlist the 
Har, aid of Formosans against the National- 
set ists are infiltrating into Formosa. So far, 


4 te Formosans are inclined to view the 
set Communists as just another gang of 
now mainlanders out to exploit their island, 
has but Communists are profiting from the 
Nationalists’ mistakes in Formosa. 





ng’s U.S. hope is that the Chinese Com- j 

onl munists, if they take the island soon, will Hong Kong 
. 18 not permit the Russians to set up sub- 

gees marine and air bases in Formosa. There 

pre are signs, in fact, that the Chinese Com- 
high munists already are asking Moscow to 

aa treat China as an ally, rather than as a Pacifi 

wd satellite of the Soviet Union. The Chinese . 
= Communist leader, Mao Tse-tung, is ask- 

Tee ing Moscow to hand over the Soviet- 

haa occupied port of Dairen in Manchuria Ocean 

to the Chinese. Americans here are di- 

— vided on the question of whether Chi- 

the nese Communists would let the Russians 

igin, use Formosa, but they agree that Chi- 

fea; ang’s chances of holding the island 

tury against internal revolt and a Communist 

dak Invasion are very slim indeed. 

© 1949, By U.S. News Pub. Corp. 
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Soviet Adds to Navy: U.S. Cuts Back 


Reported from LONDON and WASHINGTON 


Russian Navy, long ignored, is 
moving into the big time. Soviet 
is becoming a sea power at a time 
when U.S. is cutting down. 

As things stand, Russia has 
outstripped U.S. in number of 
active-duty battleships, in sub- 
marines, in cruisers. She plans to 
build a lot more. 

Russian fleet, as planned, is a 
fast attack force. It could harass 
U.S. sea lanes, possibly cut U.S. 
off from Europe. 

Russia, with the world’s greatest 
land armies and biggest tactical air 
forces, suddenly is found to be con- 
structing one of the world’s largest 
naval forces. 

Facts now coming to light show the 
Russians already possessed of the big- 
gest fleet of warships in active service. 
And emphasis in Russia’s weapons-build- 
ing program is shifting to more and big- 
ger ships. Only in carriers and destroyers 
does the U.S. active fleet have a numer- 
ical edge on growing Soviet sea power. 

U.S., with the world’s biggest reserve 
Navy, is tending now to de-emphasize the 
active fleet along with land power and 
tactical air power, and to put the big 
emphasis on long-range strategic air 
power. The result is that this country, 
dependent upon the seas for many of the 
raw materials it needs and for contact 
with its allies in wartime, is cutting its 
naval strength while Russia, independent 
of the outside world, is going in for more 
power at sea. 

Russian strength on the seas is 
brought to light, at least in part, by the 
authoritative British publication “Jane’s 
Fighting Ships” and by disclosures from 
U.S. naval intelligence sources revealed 
by Admiral Forrest P. Sherman, new 
Chief of Naval Operations. That strength 
is shown in the table on page 19. 

In battleships, valuable as guided- 
missile ships if war comes again, Soviet 
strength outnumbers U.S. three to one. 
To the one active U.S. battleship, the 
Russians have three vessels, including the 
Italian battleship Giulio Cesare, obtained 
under the peace treaty with Italy. U.S., 
however, still has 15 battleships in re- 
serve. 
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In cruisers, Russia also has an edge 
over the U.S. active fleet. Where the 
U.S. has 13 cruisers of all types in serv- 
ice, the Soviets have 14, all of them new 
or remodeled since the war. These ves- 
sels are designed for fast interception of 
enemy ships and possible missile bom- 
bardment of enemy coastal cities. 

In carriers, designed for defense of 
sea convoys and keeping sea lanes open, 
Russia has no present strength or any 
known building plans. Carriers do not 
fit into Russia’s type of naval power, one 
aimed at intercepting Western supply 
lines. 

In destroyers, Russia’s strength is in- 
creasing fast, is now only slightly behind 
U.S. strength. The Soviets have 110 de- 
strover-type vessels, where U.S. has 146 
destroyers, including destroyer escorts, in 
service now. 

In submarines, backbone of the new 
Russian Navy, Soviet strength is more 
than 300 vessels, many of new long- 
range, high-speed types. That compares 
with a present U.S. strength of 75, with 
a German strength of 67 submarines at 
the start of World War II, and with an 
average German strength of 132 during 
wartime. 

In smaller Navy craft, the Russian 
advantage is just as pronounced. Accord- 
ing to Admiral Sherman, the Russians 
now have more motor torpedo boats, sub- 
marine chasers, inshore patrol craft and 
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RUSSIA‘S ‘GIULIO CESARE,’ OBTAINED FROM ITALY 


other small coastal craft in active use 
than the U.S. and British navies com- 
bined. 

In naval planes, too, Russia’s strength 
has increased rapidly to about 2,000 
combat aircraft now under Navy com- 
mand. Of these, about 10 per cent are 
torpedo bombers. That compares with 
2,258 active U.S. Navy combat planes 
now attached to the fleet. 

This Russian naval strength, more- 
over, appears to reflect a big increase in 
the rate of Soviet shipbuilding. Many of 
the cruisers, destroyers and submarines 
have been added in the last year. Ship- 
building capacity in Russia is at least 
twice that of 1941, and all of that capac- 
itv now is being used. That, again, is in 
contrast with U. S., where only four naval 
ships are under construction and_ the 
number of carriers, cruisers, destroyers 
and submarines is to be further reduced 
in the six months ahead. 

Russian sea plans, as well as pres- 
ent navalstrength, show where this trend 
is headed. As disclosed by the new edition 
of “Jane’s,” Soviet naval building plans 
now include these: 

New guided-missile ships, with the 
size and armament of World War II bat- 
tleships, are under construction. Three of 
these big ships, of 35,000-ton displace- 
ment, are being built. Each is to have two 
catapult towers for firing radio-controlled 
missiles. Russia is known to have missiles 
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Offensive sea power is getting the emphasis 
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that will travel 500 miles, so these ships 
could be used from positions off U. S. 
coasts to hit nearly all major U. S. indus- 
trial centers, as well as to try to disrupt 
U.S. oversea supply lines in wartime. 

New submarines, however, are get- 
ting top priority in Russian naval plan- 
ning. Completion of new-type submarines 
is reported to be increasing rapidly. Goal 
of the Soviet program is given as 1,000 
vessels by the end of 1951. That shows 
the direction of Soviet planning, whether 
or not the submarine program reaches its 
goal on schedule. 

Where these submarines are to Le sta- 
tioned in wartime is disclosed, too. Of 
the 1,000 craft scheduled for service in 
the Russian submarine fleet, 400 are to be 
based in the Pacific, 300 in the Baltic Sea 
and 300 in the Black Sea and the White 
Sea. 

What all this means to U.S. de- 
fense planning also is becoming apparent. 
The popular U. S. idea, one strongly held 
by top American defense officials, has 
been that Russia has no Navy, so U.S. 
naval power can safely be cut down. 
This idea has frequently been expressed 
by Louis Johnson, Defense Secretary, in 
public speeches and by other defense 
officials. Naval officers who have dis- 
agreed have been punished, in some in- 
stances. But now U.S. officials discover 
that the Russians are placing real em- 
phasis on power at sea. 

An interceptor fleet of record size is 
revealed as the Russian goal. Where 
U.S. seeks to control the seas and to 
protect her shipping lanes and striking 
force, Russia’s new Navy is being de- 
signed solely as an attack force able to 
strike unexpectedly at Western life lines 
and industry in wartime. Submarines are 





the basic weapons, but are being backed 
up with a growing fleet of bigger attack 
vessels. Size of the planned submarine 
fleet, at 1,000 vessels, is more than double 
the maximum number ever in use by 
Germany in World War II. 

Defensive strength is being sacrificed 
in building this interceptor fleet. Air- 
craft carriers, designed as the biggest 
defensive weapons in the U.S. fleet, ap- 
parently are not being built by the Rus- 
sians. That is so in spite of the fact that 
Russia obtained the partially wrecked 
former German carrier Graf Zeppelin, 
a 25,000-ton vessel, and towed her to 
the Russian-dominated part of K6nigs- 
berg in 1947. 

A new type of Navy, as a result, is in 
prospect for Russia. Under plans as now 
revealed, the Soviet fleet will have great 
striking power even though it never con- 
trols the seas. That’s to be accomplished 
by using a combination of new devices— 
the schnorkel breathing device for mak- 
ing submarines more deadly than ever, 
guided missiles that can be used for “stra- 
tegic bombing” from surface ships, and 
possibly a missile-borne atom bomb. 
Without the urgent need to defend ship- 
ping lines of its own, the Russian fleet is 
being designed as a solely offensive weap- 
on to use hit-and-run tactics on a vast 
scale. 

What Russia’s fleet can do, if 
these Soviet naval plans are followed 
through, is seen now by responsible U. S. 
Navy officers as this: 

Against U.S. shipping, a Russian 
submarine fleet of the size now planned 
probably could cut off this country from 
Europe and from supplies of war mate- 
rials in Asia and Africa. That’s the pros- 
pect until Soviet submarine packs are 
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SOVIET SAILORS 
The idea that Russia has no Navy is being exploded 
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Russia Builds Up Fleet 


Except for carriers, Russia 
now has a bigger active fleet 
than the U. S.: 


U. S. Russia 
Battleships |< 3 
Carriers 15 0 
Cruisers 13 14 
Destroyer types 146 110 
Submarines 75 300 
Combat planes at- 
tached to fleet 2,258 2,000 


In addition, Russia has more 
submarine chasers, motor tor- 
pedo boats, inshore patrol craft, 
other small boats in active use 
than U. S. and Britain combined. 











whittled down to smaller size and their 
bases destroyed. It is predicated on the 
fact that U.S. life lines to Britain and 
Africa were nearly cut in May, 1943, by 
about 130 German submarines then ac- 
tive in the Atlantic. With 1,000 vessels, 
the Russians could keep at least 300 sub- 
marines in continuous active use off U. S. 
coasts. 

Against the U.S. fleet, the new Rus- 
sian interceptor fleet would be less effec- 
tive, but still dangerous. Officials inter- 
viewed believe that open sea_ battles 
would be avoided by the Russians and 
that attacks on the U.S. fleet would be 
rare, but use of guided missiles by Soviet 
ships against important U.S. task forces 
could be deadly. Japanese guided mis- 
siles in the form of suicide planes, for 
example, knocked out of action 200 Navy 
ships and 10,000 men at Okinawa in 
the last war. Long-range Russian missiles, 
with radar homing devices, could be used 
in the same way. 

Against U.S. cities, too, destructive 
power of the planned Soviet fleet could 
be effective on a limited scale. Both sub- 
marines and new guided-missile ships, 
stationed 50 or 100 miles off U. S. coasts, 
could hurl missiles at cities far inland. 
Effectiveness of the three big missile 
ships now being built in Russia is ques- 
tioned by U. S. officials if those ships are 
not to be defended from the air by 
carrier-based planes. Nonetheless, these 
officials concede that schnorkel-equipped 
submarines carrying missiles would be 
hard to detect or destroy with current 
equipment. And U.S. submarines al- 
ready have demonstrated that they can 
fire German wartime missiles at targets 
200 miles away. 

What it adds up to, then, is that Rus- 
sia’s new-type Navy is being disclosed as 
a real menace to U.S. life lines in war- 
time, and a possible threat to U. S. cities 
and sea defenses. 
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WHAT REPUBLICANS FACE IN 1950 


Labor’s Vote Drive May Cut Mid-Term Trend 


Nov. 7, 1950, is ‘‘D Day” for 
the Republicans. All party strat- 
egy is pointed to capturing Con- 
gress in the next election. 

To take over, Republicans must 
hold what they have, pick up 47 
House seats and 5 in the Senate. 
That would give them control. 

History favors them in a light, 
off-year vote. But labor, working 
for a big turnout, is boosting 
Democratic registrations. 


Republicans, hungry after 20 years 
of lean political picking, now see Nov. 
7, 1950, as a crucial day in their party’s 
future. It is the date toward which all 
of their present planning is being 
pointed. 

That’s the day on which the public 
will choose 432 House members and 34 
Senators for the new Congress. Three 
House members elected by Maine in 
September are to be added to these. If 
the Democratic Party is able to keep 
control of Congress after these elections, 
history suggests that Republican chances 
of winning the Presidency in 1952 will 
not be too bright. 

It is against this background that Re- 
publicans now are debating what strategy 
to follow. But the discussions are dis- 
closing that Republicans are divided al- 
most as sharply over some issues as are 
Democrats. The big difference is that 
Southern Democrats who are opposed to 
their party will continue to elect men 
who are Democrats in name and who will 
vote as Democrats in organizing Con- 
gress. 

The Republican problem for 1950 
is this: 

To win control of Congress, Republi- 
cans must hold the seats they have and 
pick up 47 House seats and 5 Senate 
seats now held by Democrats. Results of 
1949 mayoralty and senatorial elections 
indicate that the job will not be easy. 

Past voting in mid-term elections would 
give hope to the Republicans but for 
three factors that are working against 
them: Labor is in the field sluggin, for 
the Democrats with money and sharp 
organizing tactics. The Democrats have 
issues that seem a sure lure for votes and 


they act as if determined to keep these 
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issues. And Republicans are divided 
sharply over these same issues. 

In the past, a backswing has given 
House seats to the party out of power in 
19 of the 22 mid-term elections since 
1860, when the Republican Party first 
won control. The average loss of seats to 
the party in power in each of these 19 
elections has been 45 seats, two fewer 
than the Republicans now need to win 
control of the House. 


four Democratic and nine Republican 
Senators in 1950. 

Big Democratic issues of health in- 
surance, aid to education, the Brannan 
farm plan and repeal of the Taft-Hartley 
Act are piled up back of civil-rights legis- 
lation on the program for the next ses- 
sion of Congress. This means that they 
will have little chance of being acted 
upon. For a Senate filibuster is being pre- 





In the three other elections, 
the party in power made very 
small gains. Deduction of 
these gains from the total 


losses pulls the over-all loss ¢ 


by the party in power down 
to an average of 37 for each 
of the 22 elections. This is 10 ¢ 
seats fewer than Republicans 
need. But in 10 of the 22 
elections, losses of the party 
in power have run to 47 or 
more. Republican hopes for 
1950 would be high if normal 
conditions could be expected. 

Labor is getting set for a 
vigorous fight, backed by 
plenty of money given as $1 
and $2 contributions from 
union members. In key States, 
locals are combing through 
membership rolls and driv- 
ing for a full registration of 
workers. An AFL survey of 
twelve important States indi- 
cated that only 33 per cent 
of its members were regis- 
tered prior to 1948. The fig- 
ure was lifted to 55 per cent 
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in 1948, and strenuous efforts 
are being made now to lift it 
to 80 per cent for 1950. 

In many key States, AFL and CIO are 
joining hands for common political ac- 
tion, each driving to get out the vote for 
1950. By this, they hope to counteract 
the normal backswing that would run 
against the Democrats. This backswing 
usually is blamed upon diminished vot- 
ing in mid-term elections. Labor poli- 
ticians think it was their efforts to get 
out the vote that turned the election tide 
against Republicans in the off-year elec- 
tions of 1949. 

Labor tries to use both parties where 
possible, and will throw its weight against 
those whom it regards as enemies in 
either party. But these blows will count 
much more against Republicans than 
against Democrats. The AFL is opposing 
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‘HIYA, POP—HAVE A CIGAR!’ 


pared for the civil-rights legislation. It 
will stand in the way of most other things. 

Republican strategists like Senator 
Robert A. Taft, of Ohio, see in this 
scheduling a decision by the Democrats 
to keep these social measures as issues 
for the 1950 congressional campaign 
rather than trying to settle them now. 
But the plan to press early for civil-rights 
legislation also will put the Senate Re- 
publicans on the spot. 

The Senate rule for breaking fili- 
busters, which Democrats call unwork- 
able, was worked out by Senator Kenneth 
S. Wherry, of Nebraska, the Republican 
Floor Leader. It was installed by a 
coalition of Southern Democrats and 
Midwestern Republicans. If it does not 


U. S$. NEWS & WORLD REPORT 








oy 
fo 
of 
in’ 
to 
be 
fai 


m: 
cle 
cat 


ley 
dor 
gal 
Sail 
too 
cle 
De 
a f 


DE 


id 


can 


in- 
nan 
ley 
gis- 
ses- 
hey 
‘ted 
pre- 








n. It 
ings. 
nator 
this 
ycrats 
issues 
paign 
now. 
rights 
> Re- 


+ fili- 
work- 
nneth 
plican 
by a 

and 
»§ not 


PORT 








YiiM 


U.S. News & World Report 








work, and_ civil-rights legislation is 
blocked, Democrats will blame the fail- 
ure on the Republican-sponsored rule, 
and upon the coalition. 

Republicans will dispute this Demo- 
cratic charge; but some are afraid it will 
stick in areas where it counts. Those Re- 
publicans who have analyzed the New 
Jersey vote in the November guberna- 
torial election find that Governor Alfred 
E. Driscoll had broad support from Ne- 
groes. The Governor had sponsored and 
worked for strong civil-rights provisions 
in the State constitution. Many Repub- 
licans now think that to win a national 
election they must recapture Negro votes 
in many Northern States. 

Divisions on policy. Even on this 
point, not all Republicans are agreed. 
Senator John W. Bricker, of Ohio, for 
instance, has proposed a straight-out com- 
bination of the Republican Party with 
Southern Democrats. This met with 
frowns from most Republicans. But, all 
along the line, Republican strategists are 
finding these divisions in the party. They 
showed clearly in the returns Guy G. 
Gabrielson, Chairman of the Republican 
National Committee, got in response to a 
poll of party workers. 

On foreign policy, there is keen dis- 
agreement. Some Republicans favor go- 
ing ahead with bipartisan co-operation. 
Others want to stand and fight their way 
back toward what they call nationalism. 
They think the United States is giving 
away too many goods, and to the wrong 
sections of the world. 

On social insurance, there are all sorts 
of variations in Republican attitudes. 
Some would give federal help for schools, 
for health and such things, but would 
leave administration to the States. Others 
balk at the idea of giving governmental 
help to individuals. And some are willing 
to go along with Democratic plans. 

On farm policy, Republicans are, per- 
haps, in better shape than the Democrats. 
For the Democrats are widely divided 
over the feasibility of the Brannan plan, 
for supporting farmers’ incomes instead 
of food prices. Republicans, after discuss- 
ing farm policies in September, decided 
to let the matter simmer for the time 
being. They still are hoping that the 
farm votes will come back to them. 

A sharp turn to the right is in the 
making for the G.O.P. This was indicated 
clearly at their strategy meeting in Chi- 
cago week before last. The influence of 
New York’s Governor Dewey in the top 
levels of the party has been thinned 
down. Arthur E. Summerfield of Michi- 
gan, chairman of the strategy committee, 
said the party was through with “me- 
tooism” and wants to see people given a 
clear choice between themselves and the 
Democrats. He wants to go to them with 
a flat opposition program. 
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. ..@ sharp turn to the right? 


But no vote was taken on his sug- 
gestion. Republican liberals and middle- 
of-the-roaders keenly oppose this course. 


Senator Henry Cabot Lodge, Jr., of 


Massachusetts, says the party must de- 
velop an affirmative program. The whole 
problem is being given to a policy com- 
mittee early in the new year. 

The Republican road ahead is 
hedged with thorns. In 1948, they lost 
not only the Presidency and Congress. 





G.O.P. STRATEGISTS MEET TO MAP POLICY 


They also lost many courthouses and local 
offices that are important in a national 
campaign. These losses will be felt in 
1950. 

Moreover, Republicans use, chiefly, 
their own straight-line organization. The 
Democrats work with whatever comes to 
hand—labor groups, consumer leagues, 
farm organizations, anything that will 
pile up votes. All of these count in an 
election fight. 


rs 


Left to right: Messrs. Summerfield, Gabrielson, Brewster, Stuart, Hall 
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The Health Plan Mr. Truman Wants 


Doctor Bills Would Be Turned Into Taxes 


What the patient gets and 
pays under the Truman health 
plan can be measured now. If the 
program wins it means: 

Tax-paid doctor's care for all 
the family. Taxes pay hospital 
fees, provide new glasses, help 
on dentist bills, too. 

A pay-roll tax, 3 per cent on 
incomes of $3,600 and under, is 
counted on to foot the bill. But the 
experts can‘t say yet how much 
the plan will cost. 


National health insurance on a com- 
pulsory basis is in an advanced plan- 
ning stage within the Administration. 
President Truman, in his January mes- 
sage to Congress, is to recommend a 
plan that will cover the cost of medical 
care for most people. 

Even advocates of the plan do not ex- 
pect immediate passage of the health- 
insurance program. But Congress will be- 
gin a study of the President’s plan in 
1950. And the health program will pro- 
vide an issue of growing importance in 
the 1950 congressional campaign and 
again in the 1952 presidential campaign. 
Already questions about details of the 
plan are piling up in Washington. 

The big questions being asked by lay- 
men and doctors, by prospective patients 
and the men who would treat them, are: 
How would the plan work? What kinds 
of service would be given under the 
health program? Who would pay for it, 
and how much? What changes would the 
plan make in the relations between doc- 
tors and patients? What problems. re- 
main to be solved before the plan would 
go into effect? All these are questions 
that will be threshed out in the political 
debates that lie ahead. 

How it would work. If Mr. Tru- 
man’s plan were adopted, here is how it 
would work: 

John Jones is a bookkeeper making 
$3,600 a year. He is worried about doc- 
tor bills. His young son has headaches 
and is falling behind his class. The teach- 
er says the youngster may need glasses. 
But another baby is due. This will cost 
money. And John Jones himself feels 
the need of a physical checkup. The 
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Jones family needs from $75 to $200 
worth of physical repairs now. 

Under Mr. Truman’s plan, John Jones 
would have his physical checkup and 
whatever treatment might be needed. 
Mrs. Jones would have doctor’s care and 
be hospitalized for the birth of her child. 
The child would get pediatric treatment 
after birth. Young Johnny Jones would go 
to a specialist for an eye examination. 
Glasses would be provided if needed. 

For all this, there would be no worry 
about expenses on the part of the Jones 
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family. Members of the family simply 
would give their names, show a health- 
insurance card, and the doctor would jot 
down its number. After the work was 
done, he would send the bill to a Gov- 
ernment agency. 

How it would be paid. So far as the 
Jones family was concerned the _ bill 
would have been paid by regular deduc- 
tions from Mr. Jones’s pay check. Since 
he earned $3,600 a year, his employer 
would deduct at a rate of $54 a year. 
This would be about $1.04 a week. To 
this, the employer would add another 
$1.04 a week, or $54 a year, from his 
own till and send the total in as a special 
tax. If John Jones earned less than $3,600, 
the payments would be smaller; if he 
earned more, they would be no larger. 

If John Jones were self-employed, he 
would pay, perhaps, as much as $108 





a year as an addition to his income tax. 
If he and his family were a_ public 
charge, the tax payments would be made 
for them by a charitable agency. 

The amount paid to doctors and 
hospitals for the services would depend 
on the fees that might be fixed by local 
boards. These would vary from area to 
area. Doctors would serve on these boards 
and set the fees. But there would be pub- 
lic representation, also. 

The majority of the doctors in a given 
locality would decide which of several 
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ways of payment they preferred. They 
might be paid on the basis of a fee for 
each service. They might be paid a 
salary. They might be paid so much for 
each patient on their list. Or they might 
be paid by a combination of all. 

In the Jones case, the physical ex- 
amination of Mr. Jones would be handled 
by his general practitioner who, co-oper- 
ating with the health-insurance organiza- 
tion, might get a fee fixed by the board 
for his service. But, if he found that Mr. 
Jones suffered from a heart ailment, he 
might send the patient to a specialist for 
further examination. 

This specialist might be a high-priced 
man, whose rates were higher than those 
set by the insurance agency for the serv- 
ice. If so, the agency would pay its fixed 
amount for the service and John Jones 
would have to pay the balance out of his 
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HANDS OF MEDICINE 
The problem: How to extend their skills to everyone 


own pocket, just as in group hospitaliza- 
tion any services above the limit set by 
the policy must be paid by the individual 
patient. This, also, might be true of the 
obstetrician for Mrs. Jones, or the eye 
specialist for Johnny, Jr. 

The doctor would decide, himself, 
whether he wished to co-operate with 
the plan and would have the right to re- 
fuse patients. About 8 per cent of the 
British doctors still are not under Eng- 
land’s health plan, which is more tightly 
controlled by the Government than is 
proposed by the Truman plan. U. S. plan- 
ning officials expect that most American 
doctors would co-operate. If they did not, 
the program would collapse. 











For some doctors, the plan might re- 
duce incomes. For others, in depressed 
areas, it would insure a stable income. 
It would tend to level off fees. It would 
cut down the amount of free time doc- 
tors give to clinics. But planners think 
there would be less need for clinics under 
a health-insurance plan. 

If health insurance reaches only the 
families of those now covered by the 
Social Security plan, it would serve 85 
million persons. But those who are shap- 
ing the plan hope that a stamp-tax ar- 
rangement can be worked out to give 
health insurance to 125 million. 

Many problems remain to be 
worked out. There are local shortages of 
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‘IS THERE AN ASPIRIN IN THE HOUSE?‘ 
The issues will be debated in 1950 and 1952 
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doctors, dentists, nurses and hospitals, 
and health insurance would add to the 
demand for service. No one quite knows 
what the plan would cost. And, before it 
can be adopted or put into operation, the 
continuing battle between the Govern- 
ment and the American Medical Associa- 
tion must be settled. 

Shortages. There are fewer than 200,- 
000 doctors in the United States. Of 
these, about 150,000 are practicing phy- 
sicians. The others are in public-health 
service or teaching. About 40,000 or 50,- 
000 more are described as needed before 
the health-insurance plan could be put 
into operation. There are just as many 
shortages of dentists and nurses. And 
there are not enough hospitals. 

To remedy these shortages, the Gov- 
ernment proposes to subsidize training 
in these professions. It wants to expand 
teaching facilities. It wants to encourage 
doctors to move to shortage areas. And it 
is spending 150 million dollars this year 
in subsidies to States to help build hos- 
pitals. More is to be spent for this later. 

Because of the shortages, the program 
would be curtailed in the beginning. 
Little help could be given for dentistry. 
Time limits would be set on the stay of 
patients in hospitals. Small-town and 
rural patients would have to go to cities 
for special treatment. 

Cost of the program is hard to arrive 
at. It is estimated that Americans spend 
about 7 billion dollars a year for doc- 
tors, hospitals and medicine. But the esti- 
mates say only one family in five has 
adequate medical care. Some argue that 
the plan would cost 17 billion dollars a 
year. Government officials deny this. 

Oscar Ewing and the organization he 
heads, the Federal Security Agency, still 
are busy with calculations. They say the 
larger part of the cost would be met by a 
3 per cent pay-roll tax, half paid by work- 
er and half by emplover. But they add 
that there is no way of knowing just what 
the cost would be until the plan is tried. 
There is a suggestion that any part not 
paid by the pay-roll tax be drawn from 
general funds in the Federal Treasury. 
The British have found that their costs 
outran early estimates. 

Adoption of the plan would take 10 
per cent of pay rolls under $3,600 for 
social services: 3 per cent for health; 4 
per cent (by 1952) for old-age pensions, 
and 3 per cent for unemployment insur- 
ance. On top of these, there also are 
plans for temporary-disability insurance 
and some other types of aids. 

The political battle is to be a stren- 
uous one, with the American Medical As- 
sociation, led by its new president, Dr. 
Elmer L. Henderson, building up a cam- 
paign fund to use in Congress and out. 
The issue will reverberate through the 
politics of the future. 


23 








U.S. News & World Report 





GERMANY: GROWING COMPETITOR 


Germany is bouncing back 
fast. Recovery is raising new is- 
sues about German markets, Ger- 
man arms, Europe’s defenses. 

Output in West Germany is 
near prewar size. Stores are well 
stocked. Jobs are plentiful. 

With factories busy, Germans 
are out to build up sales, recap- 
ture old markets from Americans, 
Britons and other traders. 


Germany’s returning strength, com- 
ing back fast, is arousing new interest 
and some alarm among the other na- 
tions of the world. Fear of German 
competition, talk of a new German 
Army, Europe’s defense plans, all are 
related to the fact that the old enemy 
suddenly is regaining its place as an 
industrial powerhouse. 

In recent months, West Germany’s re- 
covery has been going ahead by leaps 
and bounds, helped along by the con- 
querors who five years ago considered 
stripping the country down to farm land. 

The contrast between the apathy of 
Germans a year ago and their hopeful- 
ness now is startling to visitors. Every- 
where, disorganization has given way to 
efficiency. Factories are humming amid 
the war ruins of the cities. Production in 
the British-American zones is approach- 
ing the busy days of 1936 (see chart on 
page 25). 

The black market of the early postwar 
years is gone. Instead, German shops are 
filled with goods and the Germans have 
a new confidence in their currency. A 
worker now can get his money’s worth 
when he spends his pay in West Ger- 
many. 

There are more jobs for Germans than 
there were in 1936. Farm production, 
lagging for years, has bounced back with 
the aid of good weather. German in- 
dustrial bonds have quadrupled in value 
on the Swiss market since the start of 
1949. Trade with customers overseas is 
rising slowly but steadily. Outsiders, once 
again, are beginning to worry about Ger- 
man competition on world markets. 

A look inside this relative prosperity 
of a defeated enemy shows how much the 
U.S. and her Allies have contributed to 
West Germ:nv’s recovery. 
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Reported from FRANKFURT 


U.S. aid has provided the essential 
food and raw materials without which 
production could not have been restarted. 
In 1948 alone, U.S.-financed imports 
amounted to 983 million dollars. During 
the first half of 1949, they were running 
at an annual rate of 938 million. 

New money, 2 drastic currency re- 
form ordered by occupation officials last 
year, wiped out excess buying power and 
restored Germans’ confidence in their 
own marks. Now, for the first time since 
the war, German businessmen prefer cash 
to stocks of commodities. There is a cash 
market inside Germany for high-quality 
goods. Hoarded inventories of goods and 
raw materials are being used up. 

Decontrol has helped to break many 
of the bottlenecks that held back Ger- 
many’s plants. The new German Govern- 
ment, again aided by occupation officials, 
has been gradually shifting Germany from 
strict state control to a free-market sys- 
tem. Businessmen now feel free to do 
what they can to get their plants going. 

During the long years of the black 
market and military-government restric- 
tions, most of them spent their time and 
money repairing plant facilities and stock- 
piling materials. So they were ready for 
larger production when currency reform 
came and selling in the open market 
again promised reasonable returns. 

The result of all these factors has 
been a remarkable pickup in German ac- 
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GERMAN INDUSTRY 
It's arousing interest—and alarm 





tivity and morale in the latter months of 
1949. 

Workingmen are working harder than 
at any time since the war. Absenteeism 
has declined sharply. With the shops 
full of clothes and goods, workers feel 
they can afford to stay at the job and 
earn marks. They used to lay off several 
days a week and go out in the country 
to forage for food. Skilled craftsmen now 
are attracted to the right jobs once more 
by wages representing real buying power. 
The combination of improved facilities 
and the better attitude among workers 
has boosted output per man-hour to al- 
most 75 per cent of what it was in 1936. 

Employment in the British-U. S. zones 
is nearly a fourth higher than it was in 
1936. What encourages Germans is that 
the new jobs are in the right places. In- 
dustrial jobs, for example, are up while 
the number of Government employes and 
farm workers is dropping. 

Unemployment is on the increase, but 
it is due largely to the steady stream of 
refugees and released prisoners of war 
from the Soviet zone. Closing down of 
the black market, too, drove a lot of 
people out of jobs there. Biggest reason 
for growing unemployment is steady 
growth in West Germany’s population. 
In the American and British zones alone 
it stands now at 42,230,000 persons. 
compared with 33 million in 1936. 

Germany’s exports still are far below 
what they were before World War II, 
but the trend is upward. Exports of fin- 
ished goods, which normally have to 
earn about three fourths of Germany's 
income from trade, were only 12 per cent 
of 1936 in the middle of 1948. By mid- 

1949 they had advanced to 36 per cent. 
The West Germans have lost most of 
their old markets overseas and in Eastern 
Europe. Their sources of supply have 
been shifted from Eastern Europe, Latin 
America and Asia to the United States. 
As more and more German goods become 
available for export, producers are faced 
with the necessity of boosting their sales 
in North and South America, Asia and 
Africa far above the prewar level in order 
to pay for their increased import needs. 
Troubles that can hamper the pace of 
German recovery in the months ahead 
show up at various places along the way. 
Private capital for investment is lack- 
ing, for example. Personal income taxes 
go as high as 93 per cent on some large 
incomes. That prevents the putting by of 
capital to finance new ventures. Public 
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financing, counted on as the main source 
of new capital for private companies, has 
been slow in coming. It is becoming 
available now. 

The result has been lagging domestic 
investment and insufficient demand for 
investment goods. Confusion over per- 
sonal property rights in the conquered 
country also acts as a drawback to private 
financing. 

Germans contend that the decarteliza- 
tion and trust-busting programs of the 
Allies have reduced research facilities. 
They say there are few opportunities for 
pilot-plant experiments needed to de- 
velop new production methods. Germans 
cannot obtain rights to foreign patents 
and they lack a domestic patent office. 

Some businessmen insist that quality 
of their products has declined because of 
the breaking up of production and test- 
ing processes that once operated within 
the big German industrial combines. 

Bottlenecks in production facilities are 
beginning to be reached in such things 
as electrical power. One billion kilowatt 
hours of power a year, formerly supplied 
from the Russian zone, is cut off now. 
Although power output is far above 
1936, it cannot keep up with the de- 
mand. New power plants are needed. 

Western Berlin—cut off from the rest 
of West Germany by the Russian zone— 
also is a drag on the German economy. 
Berlin industry is in miserable shape. 
The end of Russia’s blockade of the city 
showed only that Berlin producers had 
lost their old markets and were unable to 
compete with the improved industries of 
the West. Production is only a small frac- 
tion of what it was before the war. 

Prospects for further industrial 
growth in West Germany are considered 
good by U. S. experts, nevertheless. Exist- 
ing industrial capacity is estimated to be 
25 per cent greater than it was in 1936, 
excluding arms plants. The increase in 
capacity is due largely to the expansion 
that took place between 1936 and 1940. 

In addition, Germany has the labor 
force necessary to operate its industry at 
capacity. A further increase in produc- 
tion of about 30 per cent is possible in 
the next few years, experts say, if bigger 
markets can be found. 

German businessmen can be expected 
back in world markets, competing for 
customers against U. S. and British busi- 
nessmen in the years just ahead. The 
Germans know now that the only way 
they can keep their country operating, 
once financial help from the Allies ends, 
is to regain a big chunk of the markets 
they have lost in Latin America, Asia 
and Africa. In addition, they have to sell 
a lot more goods to the United States. The 
German aim is to recapture those markets 
before Marshall Plan donations from the 
U.S. come to an end. 
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Revival of West Germany 
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Canada Moves a Few Steps Further Away From Great Britain 
And a Few Steps Closer to U.S., but Still Prizes Independence 


OTTAWA 
OST CANADIANS ARE PROUD that from 
M now on they are to have complete 
independence from Britain as far as courts 
are concerned. The Supreme Court of 
Canada, rather than the Privy 
Council in London, is getting 
the last word on cases that 
arise in the Dominion. 

This change, which cuts 
one of the last formal ties 
with the mother country, has 
just been enacted into law by 
the British Parliament at the 
request of Canada’s Govern- 
ment. 

Meanwhile, Britain’s Par- 
liament has approved a re- 
quest from Canada that is de- 
signed to break an even more vital link. 
A new law came into effect this month 
transferring from London to Ottawa the 
right to amend Canada’s Constitution un- 
der some conditions. The change leaves 
the British Governor-General as about the 
only formal bond remaining; and he, as 
the King’s representative, is little more 
than a figurehead. 

There are 
other signs of 
cleavage with 
Britain. it is 
only a few 
weeks since an 
investigating 
commission re- 
ported that the 
Royal Canadian 
Navy was being 
hampered by 
following British 
customs and doc- 
trines too closely. Now, every Canadian 
warship is to have painted on her smoke- 
stack the maple leaf, symbol of the Do- 
minion. 

When a British member of Parliament 
suggested recently that Canada should 
accept payment in pounds for goods sold 
to Britain, a small storm of protest swept 
the Dominion. 

All these developments make it look 
casually to a visiting American as _ if 
Canada were cutting loose completely 
from Britain, maybe even getting ready 
to join the U.S. And, on the surface at 





least, there is some basis for thinking * 


that both of these things may happen. 
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Canadians get along well with Ameri- 
cans, as a rule. From Halifax to Van- 
couver they like American clothes, gadg- 
ets, even chewing gum. They eat the 
same food Americans eat. They see Amer- 
ican movies and many of 
them listen to American radio 
stations. 

Magazines from the U.S. 
outsell Canadian magazines 
by about two to one in the 
Dominion. The language of 
most Canadians is more like 
that of Americans than that of 
the British; even “O.K.” has 
crept into the Canadian vo- 
cabulary. 

Business ties with the U. S. 
are strong, too. Canada buys 
more from the U. S. than from any other 
country, and vice versa. American capital, 
mainly in the form of branch plants, is 
playing a big part in development of the 
Dominion and providing jobs for many 
thousands of Canadians. 

Ties between the two countries have 
increased so much that some Canadian 
officials are concerned over the growing 
tendency of young Canadians to move to 
the U.S. after they get out of school. 
There is a fear that Canada’s most able 
young people will be lost because oppor- 
tunities and careers seem more attractive 
to them south of the border. There is no 
U.S. immigration restriction on Canadians. 
Many American technicians are moving 
to Canada, but they do not begin to offset 
the number of young Canadians who are 
settling in the U. S. 

Still, sentiment for union with the U. S. 
is not strong. In the Prairie Provinces— 
Manitoba, Saskatchewan and Alberta— 
where thousands of immigrants from the 
U. S. are living, a good many people favor 
union. Over the country as a whole, 
however, the majority seems to feel that 
the more than 12 million 
Canadians would become 
just a small minority if Can- 
ada were to enter the union. 
Thus, most Canadians pre- 
fer that their country remain 
separate. 

This feeling of independ- 
ence is growing, partly as 
the result of the war. Can- 
ada came out of the war 
with the knowledge that she 





had helped to 
bring victory, 
and with new in- 
dustries and the 
ability to lend 
Britain 1.25 bil- 
lion dollars with- 
out feeling it too 
much. She real- 
izes her strength, 
and wants her 
people to keep 
in mind that she is a nation in her own 
right. That is a big reason why ties with 
Britain are being eased now. 

If the French of Quebec had their way, 
every bond with Britain would be cut 
quickly and completely. Many have never 
considered Quebec British territory. Sep- 
arated from most other Canadians by 
religion and language, some have not 
even wanted to consider Quebec a part 
of Canada. The French, however, are 
only about 80 per cent of Canada’s 
population. 

The majority of Canada’s people live 
in the Eastern provinces. Many of them, 
counting out the French, are descendants 
of loyalists who fled there from the colo- 
nies farther south during the American 
Revolution. It is here that pro-British 
sentiment is strongest. 

This sentiment sometimes runs to the 
extreme that one influential man expressed 
recently when he said the U.S. should 
“come back into the fold” of Britain. On 
the other hand, you can hear strong criti- 
cism of Britain’s Labor Government. And 
there are people of British descent who 
downright dislike the English, such as a 
Montreal war veteran who said the other 
day, “I didn’t like the --- ---- British 
soldiers; they were too snooty. Give me 
the Americans every time.” 

As a rule, sentiment in favor of Britain 
is strong in these provinces. Most of the 
people favor Canada’s hav- 
ing complete independence 
in both internal and exter- 
nal affairs, but they don't 
want to cut loose complete- 
ly. Even in the Prairie Prov- 
inces, a good many people 
feel this way. So it looks as 
if Canada, while prizing her 
increasing independence, is 
not ready to break away en- 
tirely from Britain. C.H.G. 
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>> Top question in Western Germany right now is whether the Nazis are coming 

back into power. People in Bonn and Frankfurt see these as straws in the wind: 
Banker of Hitler Germany, Herman J. Abs, is permitted by U.S. officials to 

visit the U.S., pave the way for new loans by U.S. banks to German industry. 
Men who helped Hitler are slipping back into key posts in government, 

finance, industry. Nazi Party bigwigs, of course, are either dead or out of 

circulation. But the less conspicuous Hitler Supporters are on the way back. 
Pro-Nazi parties are growing in strength. Altogether, they command votes 

of about 10 per cent of electorate. Hitler took power with minority backing. 
Criticism of the Allies is increasing, getting bolder. 














>> Allied concessions to Western Germany, at the same time, are piling up. 
Dismantling of factories is virtually at an end. Steel capacity is now around 
15 million tons, three times the limit talked of at Potsdam in 1945. Germans are 
free to build ships, make ball bearings, synthetic oil and rubber, other items 
the Potsdam Declaration prohibited. Trust busting isn't really getting anywhere. 
Ousting of Nazis, screening by Allies, hasn't amounted to much. Teaching Germans 
democracy, another Allied idea, is on the decline, almost given up as a bad job. 




















>> So, among the things to expect in Western Germany in coming months...ee. 

Rise of new party, pro-Nazi in program if not in name, can be looked for. 
It's to come through merger of half a dozen small parties now collecting follow- 
ers among ex-Nazis, veterans, refugees, jobless, ardent nationalists. 

Rise of new leader, a postwar Hitler, is to be expected. His job is to 
pull pro-Nazi groups together, emerge as Germany's strong man. Who this strong 
man will be is anybody's guess now. There are several candidates around. 

Overturn of present Government figures as the next step. Here's whys 

Popular support for Government of Chancellor Adenauer is weak. His ma- 
jority is slender. He's tarred with the stick of taking orders from the Allies. 

Opposition can hammer away on popular issues Adenauer can't act on--return 
of territory lost to Poland, German unification, withdrawal of troops by all the 
occupying powers, revival of German Army, all-German control of the Ruhr. 

Germans, with all these unsatisfied desires, will vote increasingly for 
politicians who promise to give them what they want. Pro-Nazi groups are prom- 
ising most. Turning point may come when and if economic troubles get critical. 














>> To people in Germany, the rise of Herman Abs, the banker, is significant. 
Under Hitler, Abs rose to be head of Germany's biggest bank, one that had 


a key role in financing Hitler's war machine, in plundering occupied Europe. 
(over) 
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Under the Allies, Abs was first vetoed for a top bank job, then allowed to 
manage the Reconstruction Loan Corporation, chief banker for German industry. 

Official explanation is that, since Allies want Germans to govern selves, 
Germans must be allowed to choose their own officials. It's a calculated risk. 

To ex-Nazis, resurrection of big shots of the Hitler era is encouraging. 

To anti-Nazis, it begins to look as if they have been played for suckers. 
Anti-Nazism doesn't seem to pay. It may even become dangerous once more. 

That's the trend in Western Germany today. Allied officials are reluctant 
to admit it. Other observers see it clearly. It's already a major problem. 














>> Way things look now in the Far East, as U.S. studies what to dow... 
Formosa is being written off. U.S. isn't to stop a Communist conquest. 
Hong Kong is safe for a while. British recognition of Communist China is 
to postpone Communist invasion of Britain's crown colony, at least temporarily. 
French Indo-China appears next in line for Communist success. French scheme 
to put native emperor in charge isn't panning out. Communists are too strong. 
Burma is a likely candidate for Communist attention very soon. Burma's 
new Government is weak, the country still a jungle of quarreling factions. 
Siam is expected to yield to pressure by Communist China whenever Chinese 
apply it. lLighthearted Siamese have a habit of giggling and giving in. 





>> U.S. hopes then will concentrate on Japan, India, a few others. 

Japan is safely anti-Communist as long as U.S. stays there, puts up money. 

India has its Communists under control, isn't worried too much about China. 
India's main problem is to get along peaceably with Pakistan, cut military costs 
that now take half the budget, fire surplus Government employes, reduce taxes. 

Malaya won't fall to Communists as long as British troops stay there. 

Philippines aren't quite as safely anti-Communist as formerly. Economic 
troubles are accumulating, too. U.S. is looked to to keep the lid on. 

U.S. of Indonesia, brand-new republic in the Dutch East Indies, is likewise 
expecting U.S. help in handling any Communist difficulties that arise. 

Outlook as of now is that Asia's Communists won't take over any of these 
countries. But this outlook depends partly on U.S. help. It may be expensive. 








>> Land riots sweeping Italy are dragging the U.S. deeper into that country's 
problems. It's an explosive situation. As seen from Rome..... 

What peasants are up to is to seize lands the Government has promised to 
them in the distant future. The peasants have simply got tired of waiting. 

Government is in the middle, between mobs of poverty-stricken peasants and 
influential landowners. It can't afford to lose votes of either group, can't 
begin to finance full cost of real land reform, yet may fall if it doesn't. 

U.S. comes in at this point. U.S. wants to keep De Gasperi Government in 
office. Some Marshall Plan funds are in land improvement, but U.S. can hardly 
finance full-scale land reform. U.S. can't just look the other way, either. 

Riots can't be laid to Communists primarily. Causes go much deeper. 

Basic cause is that 2,500,000 peasants own no land at all, while 40,000 
landowners rule 22 million acres, nearly two fifths of Italy's farming land. 

Truth is, there are too many farmers in Italy for the land available. 

Temporary solution, now being tried by Government, is to give some peasants 
a little land, hope this will quiet the others. It probably won't work for long. 
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CHRISTMAS IN A WORLD OF GUILT 


By DAVID LAWRENCE 


Among the peoples of the world, whether or not 
they all pay homage to Christianity as a religion, 
there is widespread acceptance of the ideals of hu- 
man brotherhood which Jesus taught. 

Celebration of Christmas, however, as an occa- 
sion for the fulfillment of the impulses of generos- 
ity toward one another by gift-giving is perhaps 
the only kind of Christmas that we know. 

The duty of Christians to practice a spirit of tol- 
erance and to invoke understanding even in the at- 
titude toward one’s enemy is recognized rarely and 
then only in theory, not in fact. 

Why is it that in every day relationships there 
is so much intolerance, such a readiness to become 
embittered over differences in race, creed and col- 
or? Why is it we are so ready to condemn other na- 
tions and the rulers of other peoples as wholly evil 
and to profess so blatantly our own righteousness? 

We condemn communism but its antithesis—in- 
dividualism—is exhibited as sacrosanct. We close 
our eyes to the abuses of irresponsible individual- 
ism in America and turn a deaf ear to those who try 
to tell us what responsible individualism can and 
should mean in our every day life. 

We prate eloquently about human rights, indi- 
vidual liberties, the freedoms of democracy but as 
we do so there come over many of us the twitching 
pangs of a guilty conscience. 

For even as we talk of peace, we speak of war 
as “inevitable.” 

Money defense: We put our faith and reliance 
in dollars—in the money that will buy defense 
weapons and lethal devices. It is, of course, a legiti- 
mate insurance but why should we cast aside as 
unreliable and impractical any other method of 
keeping the peace? We sentence ourselves to years 
and years of annual expenditure for large arma- 
ment and we whisper here and there some theories 
about “preventive war’—as if we must thwart a 
possible attack upon us by considering how we 
might possibly take the initiative ourselves. 

Happily such theories are held thus far by an in- 
finitesimal minority but they illustrate the danger- 
ous paths into which we can drift when we become 
absorbed in material might as the only way to 
solve international troubles. 

We speak of Russia as the “one possible enemy.” 
What a travesty on human experience that phrase 
can become. History teaches us that thoughts of 
revenge fester for decades in the minds and hearts 


of vanquished peoples. The German and Japanese 
peoples are rearing a new generation now to avenge 
in some future year the defeats of the past and 
they will strive to do so unless we perceive soon 
the need for a real basis of friendship. Something 
more than food and relief measures of a material 
nature is needed. For we must realize that the obli- 
gations of the victor comprise more than a period 
of military occupation. 

Purging ourselves: When shall we begin spirit- 
ual reconstruction? When shall we start cleansing 
our souls of the sin of Hiroshima and the sin of in- 
discriminate bombing of civilian population in 
Germany? When will the original germs of cruelty 
that culminated in an epidemic of depravity in 
Nazi Germany and Fascist Japan be isolated? 

Yes, the German and Japanese military brutes 
were cruel to us—but this does not justify now a 
plea in avoidance. We are today the nation that 
flaunts the atom bombs of a new militarism. We 
are the people who scoff at other peoples and gov- 
ernments and their aspirations—we claim that we 
are 100 per cent right and they are all wrong. 

Last week the hymns of hate that poured out of 
America on the occasion of the Stalin birthday 
celebration in Moscow dramatized how lacking we 
are in an understanding of the nationalism and in- 
tense patriotism of other peoples. The Russian 
people know who gave them courage at Stalingrad 
when the enemy had swept the vast terrain in a 
devastating march, killing millions of innocent per- 
sons. The Russian people know full well the bar- 
barities of the despotic Czars and of the improve- 
ment in living standards since those dark days. 
The evolution from despotism to freedom is a long, 
long road. True, the Russians have self-serving 
leaders. But who are we to cast the first stone? 

If we would admit our share of the guilt for a 
tortured world and rely on the words of Jesus— 
“the truth shall make ye free’—then and then 
only can we hope to conquer the hearts and minds 
of other peoples. 

Jesus taught by pe-sonal example. Shall our ex- 
ample be hypocrisy or sincerity, intolerance or tol- 
erance, hate or human love? 

When do we begin to cleanse our souls of sin? 
When we do we shall make progress—and then 
only can we really celebrate Christmas with a clear 
conscience. For this is the honest way to a world 
of enduring peace. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’ 

GEORGE WASHINGTON 


U.S. News & 








‘GOOD BUSINESS AHEAD‘ 
AN INTERVIEW WITH CHARLES E. WILSON 


President, General Motors Corporation 





EDITOR’S NOTE: Jn view of the widespread in- 
terest in the management of large-scale enterprise, 
the editors of U.S. News & World Report invited 
Charles E. Wilson, president of General Motors, 
to our conference rooms in Washington. 

Mr. Wilson answered questions on the outlook 
in the automobile business and also explained the 
functional operations of General Motors, point- 
ing out that, with carefully planned organization 
and internal controls, size itself is neither a weak- 
ness nor a handicap. What he said may prove of 
interest to those who are studying the reorganiza- 
tion of governmental agencies as Mr. Wilson out- 
lined the methods whereby integrated operations 
have been developed as a means of making ef- 
ficient the largest single business, privately owned, 
in all the world. , 





CHARLES ERWIN WILSON has been an executive 
of General Motors for 30 years. Born in Ohio in 
1890, Mr. Wilson went to school there and in 
Pittsburgh. He was graduated from Carnegie In- 
stitute of Technology in 1909 as an electrical en- 
gineer. Three years later, on the staff of Westing- 
house Electric & Manufacturing Co., he designed 
that company’s first automobile starting motors. 
He joined “GM” in 1919 as an engineer and sales 
manager, and took over the corporation’s presi- 
dency in 1941 to push through its war-production 
program. 

There’s another C. E. Wilson who is president 
of General Electric Company. When the head of 
“GE” and the head of “GM” meet, they refer to 
each other as “Good Evening Wilson” and “Good 
Morning Wilson.” 














Q What do you see ahead, Mr. Wilson, as the trend 
of business in the next several months? 

A Well, there are always some conditions that 
affect such estimates. For instance, the United States 
has to keep out of international difficulties. But, leav- 
ing that aside, and assuming that some way is found 
to settle this coal controversy before we run out of 
coal, and assuming we have no other big industrial 
upsets like the steel s‘rike, I think business will be 
quite good. 

Q Mr. Wilson, are you referring to your own com- 
pany or business generally? 

A I mean business generally. We don’t have much 
of a position as against the whole country. In other 
words, what’s good for our country is good for us. 
Likewise, we can’t have a prosperous business unless 
the country is prosperous. 

Q Do you do a great deal of economic research to 
keep posted? 

A Our own business gives us a good way to measure 
conditions. If I were in any other business and were 
studying broadly what was going on in the country I 
would watch the automobile business because it in- 
volves a combination of ability to buy and confidence 


in buying. The purchase of a car for the average man 
in the average family is a considered act. I haven’t 
been able to find anything that’s as good a guide to us 
as the automobile’ business itself. 

Q You watch such factors as taxes, labor, interna- 
tional affairs, of course, don’t you? 

A Yes. They throw a note of conservatism into us all 
the time. 

Q You think that next year is going to be as good as 
this? 

A I do. 

Q How about world business—has devaluation af- 
fected you? 

A Oh, it upset our business a little bit, but I don’t 
think it’s too important. 

Q Is your market for cars as good as ever outside 
the United States? 

A No. 

Q Are other countries coming into competition 
more? 

A It’s not that. They don’t have the dollars because 
they haven’t been able to increase their productivity. 











sik 
ob 


bil 


ne: 
the 
po 
prc 
ple 
cay 
we 
of 1 
wit 
ha 
on 


ing 
act 
is S 
not 
pro 
pre 
Ins 


There are too many restrictions over the world in the G 
way of doing business. Maybe our country is respon- “Wl 
a 


<4 





nan 
en’t 
O US 
rna- 


5 all 


d as 


on’t 


side 


tion 


1use 
rity. 

the 
on- 


World Report 


“l wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 

















Next year looks as good as 1949 to industrial leader provided there are no 


psychological factors to scare buyers—Functional operation of independent 


units in large company described—Size is held no handicap to efficiency 


sible for some of them, but all over the world there are 
obstacles in the way of the free flow of commerce. 

Q What is your idea of the volume of the automo- 
bile business for next year? 

A Well, I think our business will be about the same 
next year as this year. Now, that’s subject to some of 
these other things. I mean if we do some foolish things, 
politically—throw too many shoes in the wheels of 
progress—we can slow them down and scare the peo- 
ple. I think it’s easily possible to underestimate the 
capacity of the American public to consume goods if 
we could avoid scaring the people. You see, the people 
of this country got along reasonably well for four years 
without buying any new cars. True, they would all 
have liked better cars, but they put up with the old 
ones. 

Now, any time they get scared, they can stop buy- 
ing cars. That’s one of the problems of our country 
actually in regard to stabilized employment. If there 
is such a big percentage of national income that need 
not be spent—in fact, if the country is fundamentally 
prosperous—it develops into a wonderful system of 
promoting prosperity provided you don’t try to kill it. 
Instead of being like some countries, 80 per cent for 


subsistence and 20 per cent for luxuries, or 95 per cent 
for subsistence and 5 per cent for luxuries, we’ve got 
about 40 per cent for subsistence and 60 per cent for 
the things that we can postpone. 

Q Is that dangerous? 

A Yes. It means that we must not scare the people 
or scare ourselves. 

Q What is the percentage of cars that are still pre- 
war? 

A It’s somewhere around 55 or 60 per cent. 

Q Of all the cars that are running? 

A Yes—it’s more than 50 per cent, anyway. The 
production since the war is something under 20,000,- 
000 cars. 

Q So you have a market above your normal, annual 
replacement of prewar days? 

A Another measure of that is that the used cars are 
still overpriced as compared to prewar—if you put 
the dollar back in its purchasing power with relation 
to a new car. 

Q If about 55 per cent of the cars on the road are 
eight years old or over, how does that compare with 
prewar? 


(Continued on page 32) 
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“What's good for our country is good for us... We can’t have a prosperous business unless the country is prosperous.” 

















A Prewar there was not as big a percentage by quite 
a bit. 

Q Then the industry has a backlog of replacements 
of a substantial size? Is that right? 

A I think so. 

Q It’s the used car today that is the low-priced car, 
rather than the little car, isn’t it? 

A That’s the way it has worked out in this country. 


Next: Higher-Efficiency Motors 


Q What will be the next new development in the 
automobile? 

A Well, I would judge that to be the use of high- 
octane fuel with more efficient engines. But every- 
body is going to strive to serve the customer—to give 
him what he wants. If you can take weight out, make 
the car just as good a performer and just as convenient 
for riding, it would save fuel. 

Q Generally speaking, do you look for any radical 
or revolutionary changes in our automotive transpor- 
tation in the next few years? 

A No, I really don’t. 

Q What is the status of your other form of trans- 
portation—the Diesel locomotives? Are you making 
progress with them? 

A Yes. We’ve really built quite an important busi- 
ness and we’re making good progress. 

Q Are you planning to go into any other line of 
business that you’re not in now? 

A No. 

Q What is your criterion on size? At what point do 
you think size becomes a handicap? 

A I don’t know exactly where that size criterion is. 
It’s different for different things. I’m sure of that. I’m 
not conscious that the size of General Motors is any 
handicap to us. I’m not conscious of size as a weak- 
ness, either. If it were, the thing has a self-correcting 
factor in it. Indeed, our growth will stop if we develop 
a fundamental weakness. 

Q Does your size enable you to keep your costs 
under competitors’? 

A We don’t know how much below, of course. 

Q How does your growth measure in units? 

A We will make about 2,775,000 cars and trucks in 
1949. 

Q How does that compare with the biggest prewar 
year? 

A In 1941 it was 400,000 lower. In eight years it has 
gone up 15 per cent to 18 per cent. 

Q How does that correspond to other companies in 
the automobile industry and their accretions? 

A We will have a smaller percentage of the total 
automobile business in 1949 than we had in 194i. We 
will have about 42 per cent—we have been up to 47 
and 48 per cent. It was about 46 or 47 per cent in 1941. 
Therefore, the accretion of other companies on that 
basis is greater than ours. 

Q Your competitors, collectively at least, have 
grown in larger amount of unit production than you 
have? 


A We’ve lost about 8 per cent. 

Q How would you outline your decentralization 
plan? : 

A Well, while a number of people have contributed 
to it, Alfred P. Sloan, Jr., made a great contribution 
to industrial and business organization. It didn’t func- 
tion at General Motors to any great degree until he 
worked it up and got it going. 

Q About what year was that? 

A I think it was 1925 or 1926 before we got going. 

Q That was about the time you began to make a 
study of the weaknesses of your then existing organ- 
ization? 

A I’m sure Mr. Sloan had been making a study be- 
fore that. But that was when he developed the prov- 
ing grounds for us. This made it possible for the 
people who had the responsibility to find out the facts 
about our products. 

In other words, one division would engineer its 
product and put it on the market and would make 
certain claims. Then you would find out, about two 
years later, that what was claimed wasn’t what hap- 
pened when the public got hold of it. Now, with this 
idea of the proving grounds, we test our cars and all 
our competitors’ cars. This is done by persons who 
have no interest in any particular car—they are inter- 
ested only in the development of the facts. 

We have set up all our financial activities so that 
we have a common way of reporting our expenses, 
budgets, profits, depreciation and all those things. We 
have procedures, as we call them, and they have re- 
sulted in the development of an organization system 
with a minimum of organization red tape. 

The channels are defined, but how you go through 
the channels or when you go through them is largely 
up to the divisional managers. The channels are laid 
out so that they know how anything can be cleared or 
how to get authority for anything the manager wants 
to do, if he needs that authority. 

Q In how many States do you have plants? 

A Fourteen. 

Q How many plants? 

A About 105. 

Q How many employes? 

A Four hundred thousand. 

Q How many divisions? 

A About 35 manufacturing divisions. 


How to Eat an Elephant 


Q How can you find time to do anything except 
work? Have you enough people between you and the 
rest of the company? 

A Well, you see, I don’t have to eat the whole ele- 
phant myself. During the war General Campbell 
[Lieut. Gen. Levin H. Campbell, Chief of Ordnance 
1942-46] happened to come in and was talking about 
the magnitude of the job. And he said, “You don't 
have to eat an elephant at one bite—you first have to 
cut him up in small pieces.” And I still don’t feel as if 
I have to eat all the elephant myself. 
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Q But the average person’s picture of the president 
of a large corporation is that of a man being pressed 
on every side for decisions on policies and so on, isn’t 
it? 

A Then they think of me as a dictator over a tre- 
mendous activity, and of course that’s the farthest 
from the truth. 


Business of Being an Executive 


Q How would you describe yourself—as a co-ordi- 
nator or a figurehead, as in some governments? 

A I think it would be as a co-ordinator as against 
the dictator point of view. I’m not particular about 
having my own way if I’m wrong. I think I could 
state it another way, too. Since reasonable men in the 
presence of the facts don’t have too much trouble to 
reach an agreement or to arrive at the right decision 
for an activity, we start out by trying to get the facts 
about any problem that we have at hand. 

We try not to make up our minds too quickly about 
what we are going to do. So we do develop the facts, 
and everybody who can reasonably contribute has a 
chance to do so. We don’t delay too long. If a house is 
on fire, I’ll turn the hose on right away—but, other- 
wise, we take a little time. That’s about as good a 
description as I can give you 

And it’s set up so that the thing reasonably can 
move along if I’m away for quite a while. The system 
has in it the ability to go right ahead. 

Q How do you manage as the chief executive of 
such a large business to keep in touch with what it’s 
doing? 

A I suppose the answer is that I started out by 
doing just what came naturally in the business world. 
It is true that the ability and capacity of individual 
men have always tended to limit the activities in 
which they are engaged. That is why effective busi- 
ness and industrial organization is so important. 

That is why a good executive is sometimes de- 
scribed as a man who wears a worried look on his 
assistant’s face. 

Q Do the managers of each unit report to you? 

A Well, we have group executives in addition to the 
managers. Each of these group executives is respon- 
sible for a group of plants. 

Q A sort of staff over these managers? 

A We have a staff and line organization, but the 
line organization has in it some people in between 
the divisions and myself. In other words, there would 
be too many people trying to see me all the time, so 
we have to divide it up. 

Q How many executive vice presidents have you on 
your staff? 

A There are three executive vice presidents, and 
that is divided this way: Albert Bradley, who is also 
chairman of the financial-policy committee, has 
charge of the financial side of the business. Harlow 
Curtice, as an executive vice president, has charge of 
the staff, and M. E. Coyle has charge of most of the 
line—that is, the automobile-business part of it. 


Q Do you have recognizable divisions of authority 
with a top staff that co-ordinates? How do you func- 
tion, organizationally speaking? 

A To describe it in organization terms, there is 
autonomy in the divisions, like Chevrolet, Buick, A-C 
Spark Plug, Delco-Remy and the others. 

Q Each one is an independent unit? 

A Yes, each one goes ahead and runs its business, 
subject to broad policy control. ; 

Q You don’t have one central purchasing depart- 
ment for the company as a whole, then, do you? 

A No, not in very great detail. In an emergency 
when something is short like rubber or steel or copper 
or something, we might make some unusual arrange- 
ments. But when the market is normal, each division 
goes ahead and does its own buying. 

Q Does each have its own comptroller? 

A Yes. 

Q Isn't that regarded as wasteful and duplicating? 

A No more so than having a general and his staff 
at the head of each Army corps. 

Q And the head of each unit has administrative au- 
thority over his own unit? 

A That’s right. Now we have some centralized pol- 
icies—what we call “co-ordinated control”—and with 
that we may define an objective for him. 

Q But if the managers come up with a development 
that they think will improve their particular unit, do 
they have the right to g0 ahead? 

A The car divisions send in their program of what 
they are planning on doing, and that’s discussed and 
they are given authority to go ahead. 

Q Let’s take the Pontiac car as an individual unit: 
Would the Pontiac engineers be working solely on try- 
ing to improve the Pontiac? 

A That’s right, and the chief engineer of the Pontiac 
Division is responsible for the engineering on that car. 


From Idea to Product 


Q A development like Hydra-Matic transmission— 
was that done by Oldsmobile alone? 

A Well, they pioneered it. We have in the central 
organization what we call a product-study section. If 
something isn’t close enough to being commercial we 
may appropriate some money and let the men in that 
section work it up to a point where one of the man- 
agers or chief engineers will say, ‘““Well, I want to take 
that on now.” Or it might be that, after it is worked 
up, we decide that its possibilities are not sufficiently 
great, and the project is dropped. 

Q Have you ever compared the organizational 
problems in the armed services and those of your 
company? When they decided to integrate the Army, 
Navy and Air Force, to save money and avoid 
duplication between them, was this a parallel with 
yours? 

A Only in part. Integration or centralization is 
usually not very effective if it merely results 
in combining purchasing departments, accounting 


(Continued on page 34) 
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departments and engineering departments. Such 
bigger groups usually will not promote greater 
efficiency. 


The important thing is to clarify the policy, define 
the objectives and carefully review the activities. 
Efficiency is then obtained through co-ordination and 
the auditing of activities so that individual responsi- 
bility will be defined and individual efficiency and 
effectiveness improved. 

I am very hopeful that much progress will be made 
in improving the military effectiveness of our defense 
program and at the same time saving considerable 
money. In General Motors we would go about it by 
what we call co-ordinated policy and a decentralized 
administration. 


Avoiding a Second Mistake 


Q Have you certain controls that reach down from 
the top and give you the benefit of your large-scale 
operations? 

A Well, we try to avoid making the same mistake 
twice. If we make a mistake in one place, we don’t 
let someone go ahead and make that same mistake 
again. 

Q In this interchange of experience do you go in 
very much for eliminating individual functions on the 
theory that one consolidated function will take care of 
all your units? I am referring particularly to purchas- 
ing. 

A We think it would just have the reverse effect. 
We think, if we did the purchasing all in one place, 
we would have more people doing it and trying to 
keep a record of it and we would have less responsi- 
bility for what occurréd. 

You see, besides buying the item you’ve got to get 
it when it’s promised. Also it must have the quality 
that was specified, and it has to fit into the scheme of 
things. If you had somebody who was just a buyer 
and not interested in how the thing worked out, it 
wouldn’t be so good. Also, he couldn’t weigh the items 
other than price that enter into a transaction. There 
are a lot of other things that are concerned, particu- 
larly in a continuing transaction such as ours with 


our suppliers. 


Decentralized Purchasing 


Q Are the buyers of these materials attached to each 
division in order to understand their own needs? 

A Yes. For instance, the man who is purchasing 
agent for the Pontiac Division works very closely with 
the chief engineer. It is hard to define in complete 
specifications what some of these automobile parts 
really are. 

Q How do you place your orders for sizable. con- 
tracts—on a bidding basis? 

A Yes. Then we have to weigh some other things— 
quality, ability to perform, and past record in the 
business. 

Q Is it conceivable that one unit will be buying from 


one supplier and another from another—both buying 
the same thing? 

A Yes. 

Q You don’t consider that wasteful? 

A No. It all depends on how much money would 
have to be spent for the tooling versus what we might 
get, and also on what we call “insurance.” We don’t 
like to have als General Motors dependent on one 
source of supply for one part, so that, if you couldn’t 
get it, it would take 30, 60 or 90 days for someone else 
to tool up and make it. So, as a policy, we like to have 
our sources of supply divided, even though it may 
cost a little more. We write that off to “insurance” 
and thus we get a little more competition and the 
people who sell to us are not allowed to feel that they 
have a vested interest so that they don’t have to work 
to keep the business. 

Q Do you promote competition between your own 
units? 

A Yes, they feel quite competitive toward each 
other. 

Q And they have no restrictions about being com- 
petitors? 

A Well, we try to operate a little bit like a family. 
We don’t throw mud at each other too much. 

Q But there is competition? 

A Yes. And that gets back to what I was saying be- 
fore—other things than price enter into competition. 
The cars are actually different, so that you don’t have 
just a few dollars’ difference in prices as a definite 


measure. 


Bigness as Aid to Teamwork 


Q Would there be an advantage to the public or a 
disadvantage if these units were separately owned? 
What advantages are there in this group ownership or 
ownership by a parent organization? 

A One answer is the management teamwork that 
you develop. Another answer wouid be to look back in 
the history of the automobile business. 

One advantage of the grouping of these operating 
divisions is that they don’t succumb as a result of one 
bad mistake, which sometimes happens in different 
companies. Some people might build up a company 
and have a pretty nice business and a good reputation 
and then make one big mistake, and before it was dis- 
covered they would be out of business. And the folks 
who bought their cars would be somewhat handi- 
capped—the decreased value of the used car, the 
trouble of getting service, and so on. 

Now anyone who buys a General Motors car, no 
matter from what division, is assured of continuity 
of service. 

Q And the history of the auto business shows that 
operating as separately owned units has been very 
hazardous? 


A Oh, yes. 
Q You have a state of real, active competition be- 


tween the relatively small-sized companies in the au- 
tomotive business and the large ones today? 
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A There is competition because it goes back to how 
big you have to be in order to qualify in what I calla 
minimum economic unit. Our smaller competitors 
are large enough to fulfill that condition. Their great- 
est hazard is “one big mistake” without anybody to 
help them. 

We have a little better situation than they have. 
In other words, if we do get into trouble we have a 
proving ground and a research department. We have 
accumulated experience in friendly hands so that we 
can rally round and try to get out of trouble pretty 
promptly. On the other hand, smaller companies have 
advantages, too. Otherwise, they wouldn’t be in busi- 
ness. 


If Public Stops Buying— 


Q When you speak of “one big mistake” do you 
mean one that the public recognizes as a “bug’’ in 
your car and stops buying it? 

A Yes—or if you get nonprogressive and don’t 
keep your product up-to-date. You discover that peo- 
ple have stopped buying your car and then, before 
you can design a new one and get it tooled up, you 
might not be able to catch up. 

Q Would you call the automobile industry as high- 
ly competitive as any other industry 1n the country, 
if not more so? 

A Yes. 

Q Are there patent monopolies that interfere with 
progress or is there exchange of patents? 

A I know of no important patents that impede 
progress. When the industry was quite young, a num- 
ber of patents were pooled through the Automobile 
Manufacturers’ Association, and this put an end to 
a lot of litigation and gave us all a working arrange- 
ment in the industry. 

Q Do you license almost all the patents? 

A Nearly so. 

Q For instance, could any competing manufacturer 
have the Hydra-Matic? 

A Two other automobile companies are now using 
Hydra-Matic transmissions manufactured by General 
Motors. As to making them, the situation there is 
really the ‘““know-how.” It’s a highly technical thing. 
There are no patents now that are broad enough to 
say you can’t make one. 


Planning Three Months Ahead 


Q Do you make your budgets at a given time each 
year, as the Government does? 

A Ordinarily we try to predict only about three 
months ahead. Now, when we had our planning for a 
postwar program, we did it differently. But we try to 
do our purchasing and scheduling about three months 
ahead, and then we consult the record of the past plus 
the forecast. 

Q Do you alter that each month? 

A Yes, as it becomes a reality we drop one off and 
add a future one. 


Q In making your prices, is there such a thing in 
view as a stabilized profit? 

A It can’t be stabilized because it keeps changing 
all the time. We have to try for a little more than we 
can possibly average because we will have some fail- 
ures—we will have some trouble with the product, for 
instance, or there will be interference with the sources 
of supply. Perhaps the suppliers can’t make good on 
their schedules or our tools v’on’t be finished when we 
forecast they will, or the customers won’t buy them 
in the quantities we expected, or somebody comes 
along with a better idea and forces us down to a less 
than normal market. 

A fair price, I’ve always thought, is a compromise 
between what has been paid for similar articles, what 
your competitors are willing to sell comparable prod- 
ucts for, and what your costs are. It’s when you 
compromise on those things that you finally decide on 
your price. If it’s too high, you wonder how you can 
get the cost down so you can cut the price. Or, if you 
lose the business, you go ahead and take an abnor- 
mally low profit or even go into the red awhile until 
you gain enough time to reorganize your designs and 
your production processes to try to make a profit. 

So you try to hold some position until you can re- 
design for lower cost. 

Q Do you think there will ever be a cheap car— 
below $1,000—again? 

A To pull a straight answer out of the air, I would 
say “No.” People don’t want the kind of car you would 
have to make in order to price it under $1,000. You 
would have to take too much out to get the price down, 
and there are many things you couldn’t cut. Fenders, 
just to take one item, cost just about the same to make 
whether they are large or small. 


Cost-of-Living Factor in Wages 


Q Since continuity of production is very closely 
related to your income picture, what do you look for 
in the future in your labor-management relations? 

A I personally am somewhat encouraged—partic- 
ularly by our last labor settlement, where we recog- 
nized the cost of living and stabilized it not in dollars 
but in terms of what people had to live on. 

Q Has it worked out successfully? 

A We think so. 

Q The unions may not think so. Isn’t there some 
talk that they may try to get that out? 

A They might. 

Q You also gave in that contract a 3-cent standard- 
of-living increase based on increased productivity. Do 
you expect General Motors to continue to achieve it? 

A Yes. 

Q Is labor productivity up? 

A Our postwar plans included better working con- 
ditions and a lot of new machinery. We’ve gone over 
our tooling and we are producing the same items with 
somewhat less labor hours, or—where the hours of 
work are greater—due to the improvement in produc- 
tivity we are getting a better product. 
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Messrs. Souers, Kennan and Jessup Retiring to Advisory Jobs, 
But Their Policies Stay .. . Mr. Murphy: President's New ‘Ghost’ 


A thorough reshufHing of men responsi- 
ble for foreign policy is in progress. Sid- 
ney W. Souers is leaving the National 
Security Council to do important work for 
President Truman, and his former as- 
sistant at NSC, James S. Lay, Jr., is re- 
placing him. George F. Kennan is drop- 
ping out as the State Department's top 
planner, to be succeeded by Paul H. 
Nitze. Ambassador at Large Philip C. 
Jessup is resigning, but is making one 
more mission for the Department betore 
he leaves. 

The changes are raising many ques- 
tions as to the effect on foreign policy. A 
look at the men, the work they are to do 
and the work thev have done reveals in- 
fluences that will be at work in 1550. 
> Mr. Soue.s is not stepping out, as 
many have been led to believe. Instead 
he is to become the President’s coufiden- 
tial adviser on national security questions. 
In that field he will undertake special as- 
signments from Mr. Truman and also be 
given the task of seeing to it that foreign- 
policy decisions, once made, are carried 
out as planned. 

Mr. Souers, 57, a St. Louis business- 
man, has moved into an intimate spot 
with Mr. Truman, as a result of his work 
as executive secretary of NSC, The Coun- 
cil, although not much noticed, has al- 
most the final sav on decisions in the 
foreign field. It tries to make sure that 
policy can be enforced by arms, if neces- 
sary. In a “cold war” that is considered 
important. 


—Wide World 


PAUL H. NITZE 
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For months, Mr. Souers has been a 
daily visitor at the White House. He 
arrives first thing in the morning with up- 
to-the-minute information on what is 
happening in the world. Much of this 
comes to him from the Central Intelli- 
gence Agency, which reports to NSC. 
He and the President go over this mate- 
rial together, sometimes spending more 
than half an hour discussing and _ inter- 
preting the daily developments. 

Throughout his business career, Mr. 
Souers held a commission in the Naval 
Reserve. He went on active duty in 1941 
and rose to the rank of rear admiral and 
the position of Deputy Director of Naval 
Intelligence. Then he set up the Central 
Intelligence organization and when NSC 
was formed moved on to it. 

He has business interests and wants 
more time to devote to them. So he is 
resigning the NSC job and as a_ presi- 
dential consultant will be working part 
time and on a per diem basis. He plans, 
however, to devote most of his time to 
Mr. Truman’s assignments and his in- 
fluence as an adviser will continue un- 
diminished. 
> Mr. Lay, replacing Mr. Souers in NSC, 
becomes the man who goes across the 
street every morning to tell the President 
what the world looks like. He comes to 
the job with a military and conservative 
business background, after a thorough 
schooling in intelligence work. 

The appointee, 38, is self-effacing and 
does not assert his own views with the 





emphasis that Mr. Souers uses. He is a 
young career man of the type to which 
Mr. Truman is turning increasingly for 
men to fil! big jobs at Government salary 
levels. He will receive $15,000 a year. 

The post of NSC executive secretary is 
especially important because the other 
members are all highly placed and, for 
the most part. very busy officials. The 
membership consists of the President, 
Vice President, the Secretary of State, the 
Secretary of Defense and the Chairman 
of the National Security Resources Board. 

The Council meets in the Cabinet 
Room at the White House, twice a month, 
unless an emergency arises. The meet- 
ings usually are to ratifv agreements pre- 
viously worked out by the executive sec- 
retary with deputies of the actual mem- 
bers. It was Mr. Souers’s way of eliminat- 
ing disagreements and presenting com- 
pleted decisions to the Council. 

Issues sometimes arise, however, that 
cause fiery disputes within the Council 
itself. In such cases, and after long dis- 
cussion, Mr. Truman makes the final 
decision. 

Mr. Lay is a native of the District of 
Columbia and a graduate of Virginia 
Military Institute. After that Mr. Lay 
went to work for a public-utility com- 
pany, but meanwhile held a reserve com- 
mission as an artillery officer. Called to 
active duty in 1941, he quickly switched 
to Army Intelligence, and two years Jat- 
er was U.S. Intelligence chief in the 
British Isles. 


—Dept. of State 


U.S. DEPARTMENT OF STATE 
For a comparative newcomer, a top policy-making job 
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By late 1943, his work had made such 
an impression that he was assigned to 
the U. S. Joint Chiefs of Staff and to the 
Combined Chiefs of Staff, the organiza- 
tion that brought top military men of the 
U.S., Great Britain and Canada _to- 
gether. He came out of the war a lieuten- 
ant colonel, and went with Mr. Souers 
into Central Intelligence and later to 
NSC, as assistant executive secretary. 

Mr. Lay is said to believe that originat- 

ing foreign policy is not a function of the 
NSC. Instead, the job of the Council is 
to make a final review of all factors en- 
tering into policy decisions. On every 
problem it brings to bear the ultimate 
in information and in the interpretation 
of military and economic, as well as dip- 
lomatic, considerations. The origination 
of foreign policy lies with a second 
group, the State Department’s Policy 
Planning Staff. 
» Mr. Kennan, long a dominating force 
in forming the No. | policy line—Russian 
policy—is leaving the job of chief of the 
Planning Staff to do some odd jobs for 
the State Department, and then take a 
long leave of absence. He will, however, 
be on call as an adviser. Both President 
Truman and Secretary Dean G. Acheson 
place the highest value on his views. 
His thinking, more than that of any 
other person, is reflected in U. S.-Rus- 
sian policy. 

Before leaving, he is to make a tour of 
South America for the Department to see 
what can be done about policy there. and 
perhaps a trip to Africa as well. The 
Planning Staff covers the world, and Mr. 
Kennan, an expert on Russia and Europe, 
recently was in the Orient and wants to 
round out his firsthand knowledge. 

After that he plans to study, write, 
lecture and rehabilitate his personal for- 
tunes. But expectations are that, through 
frequent consultation, the influence of the 





WHITE HOUSE OFFICE WING 


man who largely originated the policy of 
trying to “contain Russia” will continue. 
> Mr. Nitze, a comparative newcomer 
to the State Department, succeeds Mr. 
Kennan at the head of the Policy Plan- 
ning Staff. He is 42, studious, graying, 
tweedy and shy. Since his Harvard days, 
he has specialized in international eco- 
nomics and he did important work for the 
U.S. in that field during the war. 

The Planning Staff consists of a group 
of 12 experts. Its job is to receive or ac- 
quire all the information that can be 
scraped together on foreign policy and 
to think about it. Former Secretary 
George C. Marshall created the staff be- 
cause he thought the Department needed 
a group of men completely free of opera- 
tional responsibilities to think and advise 
him on policy, its ultimate goals and its 
immediate tactics. 

Within the Department, and under 
Mr. Kennan, the Planning Staff is con- 
sidered a success, It meets several times 
a week for sessions that run on for hours. 
At least once a week, Secretary Acheson 
joins the group. For the rest of the time 
the men, whose offices are all in a single 
wing of the Department, are in frequent 
consultation. 

Mr. Nitze was a vice president of the 
international banking house of Dillon, 
Read and Co., before the war. During 
the conflict he was in charge of the pur- 
chase of strategic materials from other 
nations. He entered the State Depart- 
ment in 1946. His ideas are conservative, 
and he brings a cautious approach to all 
subjects, including foreign policy. 
> Mr. Jessup is making a trip to the 
Orient and then will leave to resume his 
teaching at Columbia University. He 


has spoken for Secretary Acheson at 
numerous international conferences and 
was particularly successful in working out 
the lifting of the Berlin blockade. 
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The trip to the Far East is generally 
considered a gesture to appease critics 
of U.S. policy toward China. No sudden 
departures from that policy are expected. 
After returning to Columbia, Mr. Jessup 
will be on call for special assignments. 

Results. Out of all this reshuffling of 
high officials, Mr. Truman hopes to get, 
for the most part, a continuation of pres- 
ent policy, a policy geared to ultimate ob- 
jectives but responsive to day-to-day 
developments. 


PRESIDENTIAL ‘GHOST’ 


> Charles S$. Murphy gets the Presiden- 
tial speech-writing job of Clark Clifford. 
Mr. Clifford, the handsome St. Louis 
lawyer who has served as Special Coun- 
sel to the President, wants to make some 
money practicing law. 

Mr. Murphy, 39, a North Carolinian, 
studied law at Duke University, prac- 
ticed briefly and then went to work for 
the Senate’s legislative drafting service. 
The job of the drafting staff is to take 
the ideas of Senators who want to intro- 
duce bills and put them into proper legal 
language. 

After 13 vears of this he went to the 
White House as an administrative as- 
sistant. President Truman found him use- 
ful when bills had to be written and 
helpful in analyzing legislation sent to 
the President for his signature. 

The Chief Executive also discovered 
that Mr. Murphy could write speeches, 
as well as bills. In the campaign of 1948 
many of the President’s speeches were 
Mr. Murphy’s handiwork. And, in the 
last year, he is said to have done more 
speechwriting than Mr. Clifford, al- 
though the latter usually was mentioned 
as the Presidential ghost. 

Mr. Murphy moves from a $15,000 to 
a $20,000 salary. 





JAMES S. LAY, JR. 


For the President, a new adviser on the state of the world 
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(This article represents the result of an 
extensive research on a problem of out- 
standing importance in National Affairs.) 


MIDDLE SOUTH OUTGAINS NATION 


Output and Income Skyrocket, Push Up Sales 








Special Report. | 





States of the Central South, 
gaining in industry, manufactur- 
ing, pay rolls, are taking on new 
importance as a U.S. market. 

New plants, moving in, are 
speeding industrialization. Tex- 
tiles, lumbering, food industries, 
all show big increases. 

Incomes are higher, too. The 
area is growing more rapidly, 
moving up steadily on the indus- 
trial Northeast. 


Rapid growth and migration of U.S. 
industry, boosting some regions and 
holding back others, is bringing big 
rewards to the East South Central 
region. The four-state area of Ken- 
tucky, Tennessee, Alabama and Mis- 
sissippi is making some of the coun- 
trys biggest gains in manufacturing, 
home building, trade and income. 

Major developments in the East South 
Central States are being revealed by the 
official census of manufactures and other 
recent Government surveys. These studies 
show that the region has a long way 
to go to catch up with the industrial 
Northeast. But they show, too, that 
industry after industry is moving South 
to take advantage of untapped re- 
sources, cheap power, abundant labor 
and low wages. 

Result is that the four States are mov- 
ing ahead industrially. They already have 
40 per cent as much manufacturing as 
the six New England States. They have 
nearly four times as much as the eight 
Rocky Mountain States. And as a market 
for consumer goods they are setting new 
records for expansion. 

Facts that are revealed about the East 
South Central States contrast sharply with 
information disclosed in earlier reports in 
U.S. News & World Report about the 
Northeast. These facts—and the compari- 
sons—are important to people living in 
the four-State region. Thev have mean- 
ing, too, for businessmen everywhere. 

Broad view of change in the East 
South Central region, shown in the chart 
on this page, is one of important gains in 
everything but population. How each 
State fared is disclosed in the table on 
page 39. 
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Manufacturing, reported by the cen- 
sus, has expanded enormously in the re- 
gion. Measured by the value added to 
materials by manufacturing, the increase 
between 1939 and 1947 is 250 per cent. 
The average U.S. gain has been 204 per 
cent. Biggest progress in the region has 
been in least industrialized areas—in Mis- 
sissippi, Kentucky and Alabama. All three 
rank in the top dozen States in industrial 
expansion. 

Factory employment in the region, 
rising more slowly, still accounts for a 
bigger share of the U. S. total than in pre- 
war years. There now are 11,000 factories 
employing about 635,000 workers. That 
is a gain of 55 per cent since 1939, both 
in factories and in employment. But it 
was Kentucky and Alabama that made 
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the gain. Employment in Mississippi 
barely kept up with the average U. S. rise, 
and in Tennessee there was a lag. Like 
most of the South, the region is achieving 
big increases in factory output and in 
value added, with relatively fewer work- 
ers. 

Population in the East South Cen- 
tral region has been rising, too, but at a 
slower rate than in U. S. as a whole. High 
birth rates have not made up all the losses 
as surplus labor has migrated northward. 
Result is that the region now has a small- 
er share of the country’s people than it 
had before the war. And Mississippi's 
population actually has declined in the 
period. Now, however, as better oppor- 
tunities are arising there, fewer families 
are moving out. And estimates of the 
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Scoreboard of Progress: East South Central States 


(Percentages show regional and State shares of national totals) 





Value Added Factory 
to Materials Production Home Bank 
by Manufacturing Workers Building Population Deposits 
| “\ a ‘\ \ 
1939 1947 1939 1947 1939 1947 1940 1948 1939 1948 
EAST SOUTH CENTRAL 3.36 % 3.87% 4.55% 4.69 % 3.12% 3.63 % 8.18% 7.56% 2.36 % 3.49 % 
KENTUCKY 76 1.00 79 .93 91 ao 2.16 1.95 71 1.00 
TENNESSEE 1.30 1.29 1.68 1.61 99 4.92 2.22 2.18 85 1.20 
ALABAMA 1.00 1.18 1.49 1.56 BY oF 4.05 2.14 1.99 49 .78 
MISSISSIPPI .29 -40 59 2 .45 .60 1.65 1.45 31 oe 
U.S. TOTALS (millions) $24,487 $74,364 7.8 VEG $2,114 $5,260 131.7 146.1 $68,222 $161,248 


(This detailed picture of changes in the East South Central economy since 1939 is drawn from official reports of the U.S. Bureau of the Census, 
Bureau of Foreign and Domestic Commerce and the U. S. Comptroller of the currency. Because of rounding, figures will not necessarily add to totals.) 

















U.S. Department of Agriculture indicate 
that the region will hold its present share 
of population. 

Home building, on the basis of that 
estimate, should continue to boom in the 
four-State region. Even with a relatively 
shrinking population, residential building 
in the area has expanded far more rapid- 
ly than in U. S. as a whole. Only in Ken- 
tucky has the gain been smaller than 
average. In Mississippi, the value of home 
building in 1947 was three and a third 
times as high as in 1939—despite the drop 
in population. 

Incomes of individuals, skyrocketing 
in the region, help to explain the rise in 
building rates. This lowest-income region 
in the U. S. made by far the biggest gain 
in per capita income payments of any 
region in the country. While per capita 
payments wers rising 145 per cent in 
U.S. as a whola they went up 195 in 
Kentucky, 201 per cent in Tennessee, 232 
per cent in Alabama and 275 per cent 
in Mississippi. Increases in factory pay- 
rolls have been matched, or exceeded, 
by increases in income from farming, 
trade and Government. 

These gains, however, still leave the 
region at the bottom of the income list. 
The highest of the four, Tennessee, still 
has a per capita income that is barely two 
thirds of the U.S. average. The lowest, 
Mississippi—after one of the country’s 
biggest gains—has a per capita income 
only slightly better than half the U. S. 
average. 

Level of factory wages helps to explain 
the low level of income. The region had 
nearly 5 per cent of all factory workers 
in 1947. But it had less than 3.5 per cent 
of all factory wages and salaries. That 
indicates a pay level about three fourths 
of average. Indication for Mississippi is 
far lower than that. 

Gains that have been made, however, 
are steadily leveling out the rates of in- 
come among the States. And the result is 
a dramatic change in trade levels. 

Retail sales in the region have 
boomed with manufacturing activity and 
incomes. Between 1939 and 1947, every 
one of the eight recorded cities in the 
region showed bigger-than-average _in- 
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creases in department-store sales. Small- 
est increase—227 per cent in Chattanooga 
—compared with the U.S. average gain 
of 185 per cent. The increase was bet- 
ter than 270 per cent in Nashville and 
Jackson, better than 250 per cent in 
Birmingham, Knoxville, Montgomery 
and Louisville. In Memphis it was 241 
per cent. 

Other retail-trade data give the same 
picture of the region: relatively fewer 
people, with more money in their pockets, 
buying a far larger share of the nation’s 
goods and services. 

That is the over-all view of change in 
the East South Central region. But the 
view industry by industry is far from 
uniform. As is the case with other regions, 
some industries are moving in, while 
others appear to be expanding more rap- 
idly elsewhere. 

Food and kindred products—easily the 
region’s largest industry in value added— 
show big gains in the period. One reason 
is Kentucky’s liquor industry. Distilleries 
in that State, particularly in the Louis- 
ville area, employed four and a half times 
as many workers in 1947 as they did in 
1939. Measured by value added, they ac- 
count for 43 per cent of the entire U. S. 
liquor industry. And they account for 
more than a fourth of all value added by 
Kentucky manufactures. 

Lumber-—the region’s biggest industry 
in respect to employment—has expanded 
far more rapidly in Mississippi, Alabama 
and Kentucky than in the United States 
as a whole. With lumber in big demand 
during the building boom, the number 
of sawmills and planing mills in the re- 
gion more than doubled. Value added 
by those mills in 1947 was nearly four 
times as great as in 1939. The big pro- 
ducers in the region now are Alabama 
and Mississippi. 

Textile industry, second in size in 
the region, also has migrated to the East 
South Central States. Where the mills 
have gone is to Alabama and Mississippi. 
Tennessee and Kentucky lost a part of 
their shares of the industry. Alabama, 
after a 350 per cent expansion in value 
added, now has more than 4 per cent of 
the entire industry. At Anniston and in 


Chambers and Talledega counties now 
are major textile centers specializing in 
cotton broad-woven goods. 

Clothing manufacturers, especially 
producers of men’s and boys’ wear, also 
are moving into the East South Central 
region. Tennessee—the leading apparel 
State in the region—with centers at Knox- 
ville, Chattanooga and Memphis, lagged 
behind the nation in this industry. But 
there were big gains in Kentucky and 
in Alabama. There now are more than 17 
clothing manufacturers in the Birming- 
ham area, and at least eight in Jackson 
County, Ala. 

The chemical industry has ex- 
panded more rapidly in Mississippi and 
Kentucky—especially at Louisville—than 
in U. S. as a whole. But Tennessee’s chem- 
ical industry—in Nashville, Memphis, 
Chattanooga and Knoxville—lagged. 

Primary metals in the region also 
fell behind, in relation to the country as 
a whole. Major losses were in the big 
Alabama iron and steel industry, which 
centers at Birmingham and Anniston. 
Tennesssee, on the other hand, kept up 
with the average U.S. gain in its metals 
centers at Chattanooga and Knoxville. 
Well over a fourth of U.S. primary-alu- 
minum capacity now is in the Alcoa 
plant near Knoxville. 

Other industries also appear to have 
found the East South Central region a 
favorable place in which to build. More 
than 4 per cent of the paper-and-products 
industry now is there, with Mississippi the 
big gainer. Kentucky and Alabama have 
shown bigger-than-average increases in 
processing of oil and coal. And expansion 
in Tennessee accounts for a big rise in 
the region’s share of the leather-and- 
products industry. The area’s share of the 
machinery industry remains tiny, in rela- 
tion to the U.S. as a whole, but all four 
States have shown big relative gains in 
production of nonelectrical machinery 
since 1939. 

All in all, the East South Central region 
has moved up rapidly on the industrial 
ladder. Only the area just to the west of 
this region and the Pacific Coast area have 
moved up more rapidly, as later reports 
on those regions will show. 


39 








Labor Weel. 


A 














Reg. U.S. Pat. Off. 


PENSION POOL—CIO’S NEW PLAN 


One-for-all pension plan may 
be the next goal of unions. Toledo 
has been picked as the test city if 
a showdown comes. 

Union proposal is for one pen- 
sion in an area, covering all work- 
ers, supported by all employers, 
big and small. 

Idea of the pension pool is that 
a man can switch jobs without 
losing pension credit built up at 
the old place. 


A new wrinkle in pension demands, 
one that is expected to bob up later in 
many industrial areas, is having a try- 
out in Toledo. 

The idea, generated by the United 
Auto Workers, CIO, is to impose a uni- 
form plan for pensions on all employers 
where UAW represents the workers. In- 
stead of a company-by-company ap- 
proach, with each plan varied to meet 
special conditions, the UAW approach is 
to try to impose one regional plan upon 
big companies and little, rich and poor, 
weak and strong, on companies making 
one type of product and those making 
different products. 

Purpose of the idea is to broaden the 
employer base for pensions. If that pur- 
pose is realized, then the union intends 
to insist that a worker leaving one em- 
ployer and taking a job with another 
should carry his pension rights with him. 

Employers also, if the union is able to 
have its way, would be required to give 
first choice on jobs to UAW members 
who may have built up pension rights 
with other employers in the region hav- 
ing contracts with UAW. 

Employer resistance to the regional 
idea of pensions has blocked acceptance 
at this time. In the year ahead, however, 
UAW is prepared to continue its pres- 
sure for this plan. Approval of a strike 
to support this idea has been voted by 
UAW members in some plants. Various 
contracts are being kept open on pen- 
sions. Only a signal from national officers 
of the UAW is needed to bring a show- 
down on this issue. If the Toledo area 
takes up the plan, then other areas appar- 
ently would face comparable demands. 


Chances of a showdown’s developing | 


in Toledo seem to depend on what UAW 
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is able to win on pensions in current 
negotiations with major auto concerns. 
There are some signs that UAW officials 
in Toledo got too far ahead of the pension 
parade to suit other officers of the union. 
Regional pension plans may be delayed 
a year or two until company plans are 
tied down with major producers. 

The plan advanced by UAW for the 
Toledo area goes far beyond that which 
the union is demanding from larger auto 
firms. UAW in Toledo is asking that each 
of the 125 firms it has under contract 
make payments into a central fund to 
finance pensions and social insurance for 
UAW members working in any of the 
plants. A worker would be allowed to 
shift from plant to plant and still build 
up credits toward a pension. 

Cost of the plan is estimated by UAW 
at 10 cents an hour per worker. This 
would bring in about 12 million dollars 
a year if all the 61,000 UAW members 
in the area worked full time. 

Benefits to be paid from the fund 
would be somewhat larger than those 
won by the auto union from the Ford 
Motor Co. in the contract supposed to 





set the pattern for the industry. The 
Ford pension is $100 a month, including 
Social Security benefits. In Toledo, UAW 
is asking for this as a starter but wants 
to raise the pension when federal bene- 
fits increase. This could bring a pension 
of $114 a month to the average worker 
after 25 years of covered service. 
Insurance benefits, covering hospital 
and medical bills, would be financed en- 
tirely by employers under UAW’s To- 
ledo plan. The Ford and steel-industry 
contracts require that the workers pay 
part of the cost of insurance. 
Objections to UAW’s plan came in a 
rush from Toledo employers and others. 
A Citizen’s Committee to Save Toledo’s 
Payrolls warned that the plan might 
wreck the city by driving industry out. 
The variety of plants involved in the 
proposed pool is listed as one objection. 
Fewer than half of the firms are actually 
in the auto or auto-parts field. Most of 
the companies are in other lines, making 
electrical appliances, heating equipment, 
scales, chemicals, plastics, dental sup- 
plies or dairy products. A pension pro- 
gram suited to one type of manufacture, 


Ewing Galloway 


TOLEDO, OHIO 
. . . a new wrinkle in pension demands 
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or one company, might not be acceptable 
to another. 

Competitive reasons, employers said, 
would make it hard for a Toledo firm to 
join in a pension plan when other com- 
panies in the same industry elsewhere 
did not have pension costs. The Toledo 
pension fund, they said, would drive busi- 
ness out of the area to other firms that 
could quote lower prices. 

Job priorities that UAW proposes to 
establish for its members also are op- 
posed by employers. The union idea is 
that any of its members laid off by one 
of the firms in the plan could get first 
chance at new job openings in the other 
plants. Employers say that this would 
establish a “closed shop,” which is out- 
lawed by the Taft-Hartley Act. 

Pension credits are another sore point. 
The United Auto Workers wants to al- 
low its members to carry service credits 
from one plant to another in accumu- 
lating years of service toward a pension. 
This is something that the auto and steel 
unions have not been able to win in 
other contracts. 

Administration of the fund, as pro- 
posed by UAW, also is attacked by em- 
ployers. The union would set up a 
trustee board of 11 members, with five 
from each side and one neutral member. 
Employers object that the union prob- 
ably would dominate such a_ board 
through a friendly “neutral” or friendly 
employer members, and that in any event 
the union always would hold a strike 
threat over the board. 

For these and other reasons, Toledo 
employers are united against the UAW 
plan. One company official stated that 
his large firm would put up with a year’s 
shutdown by strike rather than agree to 
the regional-pension idea. UAW has 
backed down somewhat in its strike 
threats, but it has not given up the basic 
idea. 

Outcome of the Toledo fight is being 
watched closely by other areas, in and 
out of the auto industry. If UAW man- 
ages to obtain a pension pool in Toledo, 
other employers expect to receive similar 
demands. The regional fund is looked 
upon as the second phase of a union 
campaign in the pension field, to be 
taken as soon as big companies are 
signed up. 


CHANGES AHEAD 
IN WAGE-HOUR RULES 


Employers at this time need to acquaint 
themselves with changes about to be- 
come effective in rules governing wages 
and hours of work. 

Minimum wage on January 25 rises 
from 40 cents an hour to 75 cents an 
hour. An estimated 1.3 million workers 
are to get a raise in pay. 

Coverage of the Wage-Hour Act at the 
same time is to narrow. Several hundred 
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thousand workers are due to be removed 
from coverage, leaving about 22 million 
employes subject to the rules. 

Hours of work in a few industries will 
be affected by the revised Act. Some em- 
ployers no longer will be required by law 
to pay overtime rates, where industries 
are exempted from coverage. 

White-collar workers, under new rules 
effective January 25, get revised tests de- 
termining when they are exempt from 
minimum pay and overtime regulations. 
Rules are simplified for higher-paid work- 
ers. 

Apprentice rates for workers learning 
a trade can be fixed at less than the 75- 
cent minimum where an employer gets 
approval of an apprenticeship agreement. 

Wages paid by employers doing work 
on Government contracts also are ex- 
pected to rise to the minimum of 75 cents, 
whether or not the company is covered 
by the Wage-Hour Act. This move is 
proposed under the Walsh-Healey Act, 
which sets minimum wages on federal 
contracts at “prevailing” rates in the in- 
dustry. In four industries, the Walsh- 
Healey minimum rates already are 
higher than 75 cents, and range up to 
$1.23 an hour. 

Employers, under the law, are ex- 
pected to keep track of the new rules 
and exemptions on wages and hours, to 
determine when particular workers are 
subject to them. If an employer fails to 
pay overtime or fails to meet the mini- 
mum rate, he may be subject to suits by 
employes to collect double the amount 
of pay due. 


In more detail, then, here are import- 
ant changes soon going into effect: 

Exempted industries. Congress 
added to the list of industries that will 
not need to follow the wage and hour 
rules. These include laundries and dry- 
cleaning firms doing mainly a retail busi- 
ness within a State, buttermilk processors, 
small-scale logging and forestry firms, 
nonprofit or ,share-crop irrigation firms, 
telegraph companies and taxicab firms. 
Too, the Act will not apply to newsboys. 

Exemptions previously granted by the 
law are changed in some cases. An ex- 
emption for employes of retail or service 
firms is broadened and stated in more 
specific terms than in the original rules. 
A bigger exemption is granted for em- 
ployes of small newspapers, and the ex- 
emption is extended to daily papers as 
well as weeklies and semiweeklies. Cir- 
culation limit is raised to 4,000. Another 
revision gives an exemption to telephone- 
switchboard operators in an exchange 
serving up to 750 customers. 

Air-line employes are not to be cov- 
ered by overtime rules. Workers in fish 
canneries are to be subject to minimum 
pay but not overtime regulations. 

Many other workers are being taken 
out from under the Act by a change in 
the definition of employes covered. Those 
actually producing goods for interstate 
shipment or workers engaged in shipping 
are covered as in the past. However, 
some of the other employes formerly 
covered are now excluded, unless they 
are engaged in a closely related process 
or job directly essential to production of 





LEARNING A TRADE 
Not all apprentices will get the 75-cent minimum 
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the goods. Employes in a factory restau- 
rant, for example, are taken out from 
coverage. 

Affected industries. 
wage increase ordered by Congress is to 
affect mainly firms in the lumber, ferti- 
lizer, cotton-garment and tobacco-proc- 
industries. Pay raises in many 
cases will be 10 cents an hour or less, 
because most firms pay more than the old 
40-cent minimum of the Wage-Hour Act. 

Some companies doing Government- 
contract work are not covered by the 
Wage-Hour Act and therefore do not 
automatically come under the new 75- 
cent rate of that law. That is why Secre- 
tary of Labor Maurice Tobin, under 
powers given to him by the Walsh-Healey 
Act, is proposing to bring the minimum 
rate on Government orders up to 75 
cents an hour, at least. 

Pay of apprentices learning a skilled 
trade can be kept at rates below the 75- 
cent minimum even after the new rules 
go into effect, if employers get approval 
of their apprenticeship agreements. An 
O.K. from a local or State apprentice- 
ship committee will be sufficient, prior to 
January 25. 

White-collar rules proposed by 
Wage-Hour Administrator William R. 
McComb last September now are being 
adopted formally, with only minor revi- 
sions. These rules contain tests to be ap- 
plied by employers in deciding when em- 
ployes are exempt from minimum pay 
and overtime regulations. An exemption is 
granted to an executive making at least 
$55 a week if he meets other require- 
ments in the rules. Also, the new salary 
test for administrative and _ professional 
workers is $75 a week. 

Simplified tests for qualifying for ex- 
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-Plummer from Black Star 
NLRB CHAIRMAN HERZOG 
New light on Taft-Hartley 
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emption also are provided for executive 
administrative and professional workers 
getting at least $100 a week. 

Employers can get details of the new 
rules from regional offices of the Labor 
Department’s Wage-Hour Division. 


UNIONS’ POWERS 
UNDER THE TAFT ACT 


Several major rulings on what a union 
can and cannot do under the Taft-Hartley 
Act are contained in two recent decisions 
of the National Labor Relations Board. 

These decisions also serve to tip off 
employers as to what unions may attempt 
in their shops now that NLRB has sanc- 
tioned various tactics. Chief points made 
by the Board’s rulings are: 

A “hot goods” clause can be in- 
serted in contracts, pledging the employ- 
er not to force his employes to work on 
goods or material coming from a plant 
where a strike is in effect. Thus, AFL 
Teamsters are found by NLRB to be with- 
in the law in refusing to transport such 
goods. NLRB’s General Counsel argued 
that it is illegal to sign a contract con- 
taining a “struck work” clause, but a 
Board majority led by Chairman Paul M. 
Herzog overruled him. The Teamsters’ 
president, Daniel J. Tobin, is expected to 
use this decision as a basis for putting 
similar clauses into additional contracts. 

An “unfair list,“’“ another favorite 
union weapon, is found to be legal in cer- 
tain cases, under an NLRB decision in a 
construction-trades case. The Board holds 
that such a list can include names of em- 
ployers against whom strikes are in prog- 
ress. However, if a “do not patronize” list 
includes names of companies not directly 


involved in a strike, the list is held to 
violate the secondary-boycott provision 
of the law. 

A featherbedding charge is dis. 
missed, in the Teamster case, because 
NLRB finds that it was legal for the un- 
ion to require an express company to pay 
the union a sum of money after a non- 
union driver had been hired for a trip, 
The Board finds that there was a legal 
“closed shop” contract in effect prior to 
enactment of the Taft-Hartley Act. In ask- 
ing for a sum equal to a union driver's 
wages for the trip, NLRB holds, the union 
was seeking damages for a contract vio- 
lation. 

A performance bond cannot be de- 
manded of an employer by a union as a 
condition of negotiating a contract, the 
NLRB also rules in a finding against the 
Teamsters. The Board finds that unions 
cannot force employers to post a bond to 
insure that provisions of the contract will 
be obeyed, any more than companies can 
compel unions to post such a bond. 

Union threats against strikebreakers 
are found by NLRB to be legal under 
some circumstances. The Teamsters are 
found not to have violated the law when 
they told a strikebreaker that he would 
never work in the community again. It 
also was legal, according to the decision, 
to advise another strikebreaker to tum 
in his union-membership book. Board 
members hold that the union has the 
power to enforce both of these threats 
since it controls must trucking jobs in that 
area under a continuing “closed shop” 
contract. 

Oral agreements reached by an 
employer and a union are valid as a de- 
fense against charges of unfair labor prac- 
tices, the NLRB also holds. 





—Harris & Ewing 
TEAMSTERS’ TOBIN 
New weapons for unions 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CANNOT discharge an em- 
ploye, under a “union shop” con- 
tract, if the employe offers to pay union 
dues and initiation fees. NLRB holds that 
a company and a union violated the Taft- 
Hartley Act by bringing about the dis- 
charge of three workers who refused to at- 
tend a union meeting called to administer 
the oath of membership to them. All three 
offered to pay dues and initiation fees. 


* + & 


YOU CANNOT expect the courts to 

uphold a family partnership, for 
tax purposes, unless you can show that 
you really intended to join with members 
of your family in operating as a partner- 
ship. The Supreme Court, by refusing a 
review, leaves in effect a lower-court rul- 
ing that a family partnership did not 
exist for a taxpayer, his wife and two 
children. 


+ + 


YOU CAN count on your contract 

with the armed forces not being re- 
negotiated under certain circumstances. 
The Military Renegotiation Policy and 
Review Board issues a list of three gen- 
eral classes of contracts and four classes 
of subcontracts that are to be exempt 
from renegotiation. The list includes cer- 
tain contracts for individual personal 
services, negotiated contracts for supplies 
bought for authorized resale and con- 
tracts for purchase of perishable supplies. 


ee © € 


YOU CAN, as an employer, probably 

tell your employes before a collec- 
tive-bargaining election that your com- 
pany could sell more of its products if a 
certain union won the election. A circuit 
court of appeals overrules NLRB and 
finds that such a remark by an employer 
was not an unfair labor practice so long 
as there was no threat of reprisal or 
promise of benefit for employes. 


* # 


YOU CAN now get copies of the 

combined tax form that is to be 
used by employers in making quarterly 
reports to the Treasury on income taxes 
and Social Security taxes withheld from 
employes. The new tax blank, Form 941, 
is released by the Bureau of Internal 
Revenue for use in the first quarter of 
1950. It is designed to reduce work for 
employers and for BIR. 


YOU CAN now ship wheat and 
long-staple cotton to any country 
without getting validated export licenses 
from the Department of Commerce. 
These two items and several petroleum 
products are freed from export controls 
by the Office of International Trade. 


* * * 


YOU CANNOT expect to get NLRB 

to delay a decertification election 
in your plant merely because a strike is 
pending. The Labor Board makes it clear 
that the threat of a strike in a knitting 
mill is no reason to postpone a vote on 
decertification of a union as bargaining 
representative. 


* * * 


YOU CAN obtain detailed informa- 

tion from the Bureau of Internal 
Revenue about how to treat, for federal 
tax purposes, the various privilege taxes 
adopted this year by the State of Florida. 
These State taxes are collected in connec- 
tion with rentals, admissions and sales of 
personal property. 


* * * 


YOU CANNOT, under a recent court 
decision, expect to copyright a de- 
sign printed on dress goods. A federal 
district court rules in one case that such 
a design on dress fabric may not be 
copyrighted since it is neither label nor 
print as defined by the Copyright Act. 


* * * 


YOU CAN expect the Department 

of Agriculture to continue its pres- 
ent price-support program for wool until 
next March 31. The Department an- 
nounces that this program will be ex- 
tended beyond the December 31 dead- 
line. Meanwhile, a new price program 
for wool will be announced in January 
and will become effective April 1, 1950. 


* * * 


YOU CANNOT always count 0.1 be- 

ing reimbursed under a Government 
contract for your increased costs result- 
ing from a raise in freight rates author- 
ized by the Interstate Commerce Com- 
mission. The Comptroller General rules 
in one case that an Army contractor 
whose contract made no provision for 
price adjustments in case of higher costs 
could not recover losses caused by higher 
freight rates. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. NEws & Worip 
REPorT, on written request, will refer interested readers to sources of this basic material. 
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PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 


Common Stock Dividend No. 136 


The Board of Directors on Dec. 14, 
1949, declared a cash dividend for the 
fourth quarter of the year of 50 cents 
per share upon the Company's Com- 
mon Capital Stock. This dividend will 
be paid by check on Jan. 16, 1950, to 
common stockholders of record at the 
close of business on Dec. 30, 1949. 
The Transfer Books will not be closed. 


E. J. Becxett, * Treasurer 


San Francisco, California 
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WHY SERVICES WANT DRAFT ACT EXTENDED 


There is soon to be a fight in Congress 
over extending the draft. Although no 
men have been drafted in nearly a year, 
the Selective Service law is still on the 
books. Young men could be drafted now. 
Boys reaching the age of 18 are still re- 
quired to register. The Selective Service 
Act does not end, under present law, un- 
til next June 24. Pressures already are 
starting to extend the drafting power 
beyond that date, for three years. 

Selective Service officials and top mili- 
tary officials say that extension of the 
draft law is necessary as a defense meas- 
ure and as an insurance against war, even 
though there are no immediate plans to 
use the draft. But many members of Con- 
gress are firmly opposed to further con- 
tinuance of the peacetime draft law. 

Actually, Selective Service is not 
needed at this tiine to fill the man-power 
requirements of the armed forces. They 
are getting the men they want through 
enlistments, and present numbers are 
being cut down. The size of the three 
military services, now totaling 1,578,000, 
is to be reduced to 1,519,000 early in 
1950. But, if the services cannot keep up 
their planned strength through volun- 
teers, the draft law is still there for use 
until next June and possibly longer. 


Are men to be drafted again if the 
law is extended? 

No one knows at this time. If it were 
decided to increase the size of the armed 
forces, further drafting might be resorted 
to. But proponents of the extension say 
that the law should be kept ready for use 
if needed. 


Is any further drafting planned be- 
fore June? 

There are no plans for drafting young 
men for service in the immediate future. 
Furthermore, Selective Service probably 
will not be called back into use before 
June unless there is a change in the 
world situation leading to more rearma- 
ment, or unless there is a sharp falling 
off in enlistments. The present law is 
credited with spurring voluntary enlist- 
ments during the last 18 months. 


How many draftees are still in service? 
Only a few thousand. Many of the re- 
maining draftees in the Army were dis- 
charged during November and Decem- 
ber. Most of the rest will be released in 
January. No men were drafted for the 
Navy or Air Force under the Selective 
Service Act of 1948. But inductees who 
served 12 months in the Army are being 
released unless they ask to remain for 
21 months or re-enlist for three years. 
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Are services also releasing those who 

enlisted to avoid being drafted? 
Those who enlisted for three years in the 
Army, Navy or Air Force after passage 
of the Selective Service Act of 1948 
must usually serve out their full period 
of enlistments. They are not being dis- 
charged along with draftees after 12 
months of service. But some who volun- 
teered for 21 months’ service under the 
draft law are being discharged. 


What now is required of 18-year- 
olds under the draft law? 

They are required to register with a 

Selective Service board for possible fu- 

ture draft, along with others in the 19- 

through-25 age group subject to Selective 

Service. 


Where does an 18-year-old register? 
He usually registers with the Selective 
Service board for the district in which 
he lives. These boards still are in exis- 
tence in skeletonized form. Sometimes 
they are open only one day a week. 
Others are doubling up in the same office 
space. But they are still functioning on 
a part-time basis. 


Hew can a draft board be located? 
In cities and large towns, Selective Serv- 
ice boards usually are listed in telephone 
directories. Locations of boards in small- 
er communities usually can be found out 
from post offices and from local officials. 
State directors of Selective Service are 
located in capital cities of States. 


What is penalty for not registering? 
The penalty for an 18-year-old whc does 
not register for the draft can be severe. 
Maximum penalty upon conviction can 
be up to five years in prison and a fine of 
$10,000, or both. 


How long is an 18-year-old given to 
register? 
Actually, under the law a young man is 
supposed to register within five days after 
reaching the age of 18. But, with most 
boards operating on a part-time basis, 
where some are open only once a week, 
the five-day limit is not being enforced 
rigidly at this time. Boys who are away 
- from home, or in school, when reaching 
the age of 18 can register in the towns 
where they are located. 


With the armed forces cutting down, 
are enlistments accepted now? 
Yes. All three of the services are taking 
some volunteers at this time. The num- 
ber, however, is limited and the require- 
ments are somewhat strict. In recent 


weeks, for example, the Navy has been 
filling its man-power needs _ largely 
through re-enlistments, rather than 
through recruiting of new men. But it is 
taking some new recruits, too. 


What inducements are offered? 
The recent service pay bill approved by 
Congress increased the benefits of en. 
listed men and officers. A recruit in the 
armed forces now gets $75 a month base 
pay during his first four months’ service, 
and then $80 a month. In addition, of 
course, he gets such things as meals, 
lodging, clothing and medical care. There 
also are some medical services for fam- 
ilies of enlisted men. 


How high can enlisted pay go, under 
the new law? 

The top grade for an enlisted man, which 
would be a master sergeant for the Army, 
is $198.45 a month if he has less than 
two years of service. That amount goes 
up the longer he serves, until it reaches 
$294 a month after 30 years of service. 


Can recruits get service insurance? 
Yes. Servicemen can obtain the same 
kind of Government service insurance 
that was available during the war. Poli- 
cies can range from $1,000 up to a top of 
$10,000. Furthermore, servicemen now 
are given more choice than during the 
war in the types of national life insu- 
ance policies that they carry. 


Is retirement pay offered, too? 

It is, after a certain number of years of 
service. After 20 years’ service, an en- 
listed man can retire at half the amount 
of his base pay. If he stays in service for 
30 years or longer, he can draw 75 per 
cent of his base pay. 


Are any pensions provided? 
Pensions are provided only for persons 
with disabilities resulting from service. 


Under present inducements being of- 
fered for volunteers, the Army, Navy and 
Air Force are meeting present man-pow- 
er needs without use of Selective Serv- 
ice. But military officials believe that 
needs could not be easily met without a 
draft if there were a sudden increase in 
military requirements. Furthermore, Se- 
lective Service officials point out that 
some time would be required to set up 
another draft organization if the present 
one were discontinued altogether. But 
Congress must decide in the months 
ahead whether to extend the present Se- 
lective Service Act beyond its expiration 
date of June 24. 
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Trend of American Business 
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A note of optimism over the business outlook marks the close of the year. 











d? President Truman says he is optimistic over prospects for good business. 
yep Leon Keyserling, the President's economic adviser, finds "the economic 

in i outlook certainly is a lot better than it was at midyear." 

‘h base Federal Reserve Board anticipates further expansion of money and credit in 
ervice, the year ahead. That means inflation or good business, depending on viewpoint. 
ion, of Merchants expect 1950 sales at least as good as 1949, which were not bad. 
a Automobile output of 6 million cars a year is seen by the head of General 





Motors Corp. (See page 30.) That definitely points to a good business climate. 
A general feeling of optimism also is found among businessmen by National 
| Association of Purchasing Agents in a year-end survey. Purchasing agents report 
under with satisfaction that industrial production, usually falling at this time, is 
holding well; that order books are firm, employment good, prices mostly stable. 
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which 
Army, 
s than There are good factual grounds to support optimistic sentiments. Output of 
it goes industry is rising, particularly in steel; personal incomes are high and are 
eaches | due to get a boost from veterans’ insurance refunds; building activity holds up. 
ice, 
ince? Small business is getting lots of sympathetic interest from Congress. It 
same is doubtful, however, that Congress will adopt new laws to aid small firms. 
urance Insurance companies definitely are interested in participating in loans to 
. Bee small firms. But they want local banks to manage and Supervise such loans. 
bgt: Guaranteed loans to small firms by some Government agency is suggested by a 
ag the Commerce Department advisory committee--an FHA type of guaranteed loan. 
insur- A capital bank, whose stock would be taken by commercial banks, also is sug- 
gested for each Federal Reserve district by a Brookings Institution expert. 
Federal Reserve Board is on record as favoring added authority to make more 
ul industrial loans. But there is an interagency dispute on this point. 
on All these proposals have been put before Congress's Joint Committee on the 
mount Economic Report, headed by Senator O'Mahoney, of Wyoming, himself an advocate of 
ice for : methods of curbing the growing power and influence of large corporations. One 
75 per ; trouble is that means of extending aid to small business run into problems. 
Insurance loans may not be welcomed by banks. Banks: (1) don't like to make 
ersons | long-term loans and (2) may not want to supervise for insurance companies. 
rice. ] Government guarantees run into lots of objections. Major one is that small 
f , firms need risk capital and that is not an insurable type of risk. 
wae! Capital banks spark mild enthusiasm. They could buy common stock. But a 
1-pow- small businessman may not want to risk losing control through stock issues. 
- Serv- All in all, suggestions for special measures to strengthen and support 
> that small business seem to hit difficulties. One solution may be to give power to 
mars Reconstruction Finance Corp. to make more loans to spur little businesses. 
e Tax tinkering is another suggestion to give special aid to small business. 
set up Tax exemption for a small company's earnings, say, up to $100,000, is one 
resent proposal. That might allow for greater growth, but would cost a lot of revenue. 
. i Estate taxes also are cited as one reason for the growth of mergers. An in- 
a dependent businessman sells out to a larger firm in order to be able to pay his 
‘ration estate taxes without forcing his heirs to liquidate the business at a loss. 
(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) x 


These tax problems impress Congressmen but are not likely to get early 
action. Mr. Truman is not in a mood to ease tax burdens, other than excises. ] 


Foreign competition in U.S. markets is likely to create more noise in the 
next session of Congress. So is the tendency to cut buying of U.S. goods. 
Farmers, burdened with surpluses, don't like competitive threats from the 
overseas producers of nuts, dairy products, olive oil, fruits, other items. 
Textile firms, with their markets abroad drying up, don't welcome larger 
imports from abroad. Neither do makers of pottery or toys or watches. ci: 
Independent oil producers already object to the twin trends that lead to sc 
larger imports into U.S. of oil, and reduced oil buying from U.S. by others. lic 
As competition increases, competitors from outside the country fall more 
into disfavor with U.S. interests that are affected. Professed U.S. policy is 














to tear down tariff barriers, promote international competition. But that je 
theory runs into severe opposition when it comes to putting it into practice. ot 
el 


Actually, U.S. trade with other countries is coming closer to a balance. 
Surplus in this country's world trade account was down to about 1.2 billion - 
dollars in the quarter ended September 30, the latest available. That was the 
lowest net balance for any quarter since the first three months of 1946. 
Decline in exports of goods and services was the sole cause of a smaller 7 
surplus. It means that U.S. producers are selling less to buyers from abroad. 
Imports of goods and services have run steadily at 2.5 billion a quarter. 
Increased outlay for tourist travel offsets the decline in purchases of goods. the 


















































Financing of the disparity in international payments comes almost wholly = 

from Government loans and grants. They are expected to be smaller next year. 19; 
Approach to a trade balance between U.S. and the rest of the world now is cle 
involving a smaller volume of trade. That's not the basic idea of U.S. policy. “th 
Technical data about U.S. production, U.S. inventions and methods now can be t a 

kept from seeping behind Russia's Iron Curtain by direct Government order. Wij 
Commerce Department will ban shipments of such data "in exceptional cases" | tha 

when officials decide that the national security may become involved. | Tre 
Basic purpose of this move is to take U.S. businessmen off the hook in the aa 
event they have contracts calling for such shipments. A voluntary refusal might sl 
get them into a lawsuit. A Government order would free them from that risk. A out 
businessman can consult Commerce Department and ask for such a ban. tha 
ern 

Farm problem appears certain to get more complicated in months ahead. mu 

Pork production is headed for a peacetime record. Official estimate is for . 

a 10 per cent increase in last autumn's pig crop over 1948. That goes into next : ; 
spring's pork supply. Spring production is due for a 6 per cent increase. wo 
Government purchases of surplus pork, to keep prices up, is indicated. wo 
Price supports also are promised for eggs and dairy products. Government dol 

is likely to be in the market to take over surpluses of butter, cheese and milk. a. 
Winter-wheat crop is now estimated at 885 million bushels. That's less , 

than a 2 per cent cut from the 1949 crop. Estimates are based on forecasts of a tive 
Slightly higher yield per acre next year. Weather could affect that outlook. tab 
Nevertheless, Government appears likely to be forced to support prices of ; in 
wheat, corn, cotton, rice, pork, and maybe peanuts next year, as well as a lot 2 “a 
of other foodstuffs. It's not going to be easy, politically or economically. { sad 
i «ers 

Federal Trade Commission still has trouble with basing-point decisions. 7 
Corn-products manufacturers want FIC to dismiss a pending complaint. They dov 
contend FIC would force the industry to adopt a rigid system of f.o.b. pricing. - 
Steel industry presses for a consent decree that would permit both f.o.b. ha 

and delivered pricing on grounds that otherwise a long lawsuit will result. $19 
It's fairly definite that this issue will be raised in Congress again. of | 
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TAX CUTS, PRICE CUTS AHEAD 


Lower Levies for Many Luxury Items, Travel 


Price cuts, to come through ex- 
cise reductions, are planned on a 
scale to save the public 758 mil- 
lion dollars a year. 

About 15 excises—those on 
jewelry, furs, travel, phone bills, 
other things—are due for cuts in 
election year 1950. 

Liquor tax, tobacco tax, many 
others will stay where they are. 
Excise load still will be around 
7 billion dollars a year. 


Excises, the federal sales taxes that 
the public pays on a long list of goods 
and services, are going to be cut in 
1950. That is becoming increasingly 
clear. But excise relief, when it comes, 
is likely to be on a highly selective 
basis. A blanket cut to prewar levels 
is not to be expected. 


sumer. A diamond ring that now costs 
$480 can be reduced to $440. A pair of 
earrings now costing $6 can come down 
to $5.50. Jewelers are making a strong 
bid for relief, complaining that excises 
are hurting sales. 

Fur coats are expected to get the 
benefit of a tax cut from 20 to 10 per 
cent. This will mean that a coat now 
priced at $600, including tax, can be re- 
duced to $550. Fur sales have been hit 
hard by buyer resistance. Furriers say 
customers, anticipating a tax cut, tend to 
postpone buying. 

Luggage, under tentative plans, is 
down for a similar tax cut—from 20 to 10 
per cent. This means that a $36 suitcase, 
for example, will be marked down to 
$33. A purse now priced at $12 will 
come down to $11. Prevailing view in 
Congress is that these goods often are 
necessities and that a tax of one fifth 
of the sale price is too high. 

Cosmetics and other toilet prepara- 
tions also stand, apparently, to get a tax 
cut from 20 to 10 per cent. If so, a $6 
bottle of perfume can be cut to $5.50. 


Prime complaint here is. that the cos- 
metics tax falls largely on women, in- 
cluding working girls who must keep 
well groomed. 

Admissions tax, now 20 per ceni, 
may be cut in half. This would mean 
that a $1.80 theater ticket will be re- 
duced to $1.65, a $4.80 football ticket 
to $4.40. There is some question of how 
long this tax relief will last. Some State 
and local governments intend to raise 
their taxes on admissions if federal rates 
are cut. The Federal Government, in fact, 
is under pressure to get out of the ad- 
missions-tax field altogether, leaving this 
revenue source for States and cities. 

Telephone service, both local and 
long distance, stands a good chance of 
getting some excise relief. Tentative idea 
is to cut the tax rate on long-distance 
tolls from 25 to 20 per cent, and on local 
phone bills from 15 to 10 per cent. Pres- 
sure will be strong for a more generous 
cut than that. Argument will be that, 
on a business and personal necessity like 
phone service, the excise, if any, should 
be small. 




















{ 
Congress would like, if it could, to A $1.20 lipstick can be reduced to $1.10, Telegraph folls, under current plans, 
wipe out all the increases in excise rates a $2.40 jar of facial cream to $2.20. are to get a tax cut from 25 to 15 per 
| that became law in 1941, 1942 and 1943. 
| Trouble is that these wartime excises 
produce about 2.4 billion dollars a year 
in revenue for the U.S. Treasury. Most IF EXCISES GET SMALLER — 
tax leaders in Congress think that, with- 2 : 
oak orien enti. then ts. ele: Geko Here are the excise reductions that appear most probable under 
that appears unlikely in 1950—the Gov- tentative plans being shaped in Congress. In estimating revenue 
— is in roe = — off that losses, allowance has been made for increased sales. 
much income. As it is, the Treasury ex- 
pects to go in the hole by about 5.5 bil- Retalters’ A Present Rate Proposed Rate Revenue Loss 
lion dollars this fiscal year. etailers’ excises 
A compromise now being drafted Jewelry 20% 10% $ 79,000,000 
would reduce excises on a scale that Furs 20% 10% 26,000,000 
would save the public about 750 million Luggage 20% 10% 35,000,000 
dollars a year. The idea, as it now stands, Cosmetics 20% 10% 44,000,000 
is to reduce taxes on about 15 items. Manufacturers’ excises 
pb amigalion ee rains. Business machines 10% 5% 12,000,000 
: Where cuts will fall, if this tenta- pets iin bi pen onaeuaal 
tive plan becomes law, is shown in the tials tellin. end ihe 20% 5% 20,000,000 
table on this page. There may be changes Pl . , 28% Bi UU, 
' in the draft before a final vote is taken. _—— oy 4 i 17,000,000 
' However, the list is useful in showing Photo films and plates 15% 10% 
| the area and the general scale of excise Other excises 
ag li considered by tax lead- Admissions 20% 10% 173,000,000 
f . edi .-) 9, 
Jewelry tax, almost surely, will come Long-distance calls 25 * 20% i 64,000,000 
down. The thought is to cut it in half Telegraph tolls 25% 15% 
egg” 5 “sd , Local phone bills 15% 10% 67,000,000 
tom 20 to 10 per cent. This will mean ° 9, 
that the total price of a $100 watch, in- Travel 15% 10% 72,000,000 
i me Freight 3% 1.5% 114,000,000 
ing tax, will be marked down from 
$120 to $110, assuming the whole amount Total revenue cost $758,000,000 
of the tax cut is passed on to the con- 
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cent. This would mean that a 10-word 
message from Chicago to New York, 
now 90 cents, would be lowered to 
83 cents. Western Union Telegraph Co., 
whose situation is officially described as 
“increasingly critical,” contends that 
much of its present trouble is traceable 
to a wartime tax increase that was de- 
signed to discourage the use of tele- 
graph service. 

Travel tax of 15 per cent is scheduled 
tentatively for a cut to 10 per cent. A 
round-trip ticket from Washington to 
San Francisco, including first-class fare 
and lower berth, would be reduced 
from $253.63 to $242.60. Argument 
against this tax is that there no longer 
is any need, as there was in wartime, 
to discourage travel by the public. 
There will be pressure to drop this ex- 
cise altogether. 

Freight tax of 3 per cent is under fire. 
Tentative idea is to cut it in half. If that 
were done, the minimum charge for ship- 
ping a carload of four automobiles from 
Detroit to Portland, Ore., for example, 
would be trimmed from $745.72 to 
$734.86, or from $186.43 to $183.71 per 
automobile. Complaint against the freight 
tax is that it applies to each shipment of 
raw materials or finished products, so 
that it pyramids into a major business 
cost. President Truman suggested last 
year that it be repealed outright. Hitch 
is that the freight tax produces 372 mil- 
lion dollars a year in revenue. That is 
nearly half the total amount that tax 
leaders think should be sacrificed through 
excise cuts. 

Manufacturers’ excises are less ap- 
parent to the general public than those 
on retail goods and services, and pressure 
for relief is not so widespread. However, 
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. CHOOSING A WATCH 


The federal sales tax may take a tumble 


a number of these hidden excises are get- 
ting attention in plans for 1950. 

The tax on business and store ma- 
chines, now 10 per cent, may be cut 
in half. Electric, gas and oil appli- 
ances are down, tentatively for a simi- 
Jar cut. The rate on electric-light bulbs 
and tubes is scheduled for a reduction 
from 20 to 5 per cent. On cameras 
and other photographic apparatus, the 
cut being discussed is from 25 to 10 
per cent. Photographic films and plates 
are on the list for a reduction from 15 
to 10 per cent. 

Other excises, including about 25 
of those increased or first imposed during 
war years, are likely to stay on the books 
at present rates. That, at least, is the 
present plan. 

Liquor taxes apparently stand little 
chance of a cut. These excises, including 
the ones on beer and wine, produce about 
2.4 billion dollars a year in revenue. View 
in Congress is that the Government has 
such a stake in the liquor business that it 
cannot afford tax relief to drinkers. 

Tobacco tax is in the same _ boat. 
Smokers pay excises of 1.3 billions a 
year. 

Automobiles, taxed at 7 per cent of 
the manufacturer’s price, apparently are 
to get no relief in 1950. As long as the 
industry is booming, it will be hard to 
sell Congress on a tax reduction. How 
ever, there is: some talk of a cut in the 
5 per cent rate on automobile parts. 

Club dues and initiation fees are not 
likely to get any tax cut. The rate now 
is 20 per cent. 

Musical instruments, taxed at 10 per 
cent, probably will get no cut. 

Sporting-goods tax is likely to stay 


. at the present 10 per cent. 


The public, after 1950 cuts that now 
are on the tentative schedule, still will 
be paying around 7 billion dollars a year 
in federal excises. That is more money 
than all federal taxes combined produced 
in any year prior to 1941. 

Outright repeal of major wartime 
increases in excises is being studied by 
the Treasury at President Truman’s direc- 
tion. However, if Mr. Truman does 
propose such a blanket cut, he is almost 
sure, at the same time, to call for offset- 
ting tax increases in other fields. Con- 
gress will balk at that. 

Likeliest prospect, in the opinion of 
men who are in position to know, is a 
compromise on a list of about 15 selec- 
tive, moderate cuts in excises, with other 
taxes remaining at rates now in effect. 
That means more budget trouble for the 
Government in the coming fiscal year, 
the year beginning July 1, 1950. But 
Congress apparently prefers that to the 
risk of setting off another business slump. 
Many think this might be the effect of 
a tax increase in 1950. 





> Savings bonds that mature in 1950 
can be turned in and the proceeds rein- 
vested in new Series E savings bonds 
without regard to the $10,000 annual 
ce‘ling on purchases by a single investor. 
Treasury Secretary John W. Snyder an- 
nounces that this policy, already in effect, 
is to be continued as part of a campaign 
to promote bond sales. Other induce- 
ments—including the idea of a special 
new bond on which interest during the 
first few years would be higher than that 
offered on Series E bonds—have been 
rejected by the Treasury, at least for the 
present. 
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LONDON. ...OTTAWA....FRANKFURT.... 
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>> Direct effects of British efforts to save dollars are beginning to be felt 
in North America. Latest to be hit are American oil companies and Canadian 
farmers. Both are losing out in British markets. Both seek new markets. 


>> Struggle for world markets is behind current U.S.-British oil talks..... 
American oil is gradually being squeezed out in a number of markets over- 
seas. British oil is taking over. Dollar shortages help the British. So do 
bilateral agreements made by the British Government. 
Latest blow is in Britain herself. In 1950, no more fuel oil is to be 
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will bought from American sources and a third less gasoline. 
yon Dollar sources have been supplying a third of the oil used in Britain. 
a Most of this dollar oil has been coming from American companies operating 
in Venezuela and the Middle East. Production in these areas may have to be cut. 
Apes , Dollar saving for Britain may range as high as 60 million dollars a year. 
lirec- It's all part of Britain's campaign t9 cut dollar spending. 
— British shift to sterling oil is possible because of heavy increases in 
ffset- refining cap. .., in the sterling area. Marshall Plan dollars have helped to 
Con- build up new refineries and to provide oil-drilling equipment. 
= Output of British refineries in 1947 was 2.5 million tons. In 1950, output 
= probably will reach 7.5 million. Later, other refineries will open up. 
Je 1eC- 
=~ >> British deals in other markets also are upsetting American oil companies. 
r the Muscle flexing by British oil interests became noticeable this year. 
oe British-Argentine trade agreement early in 1949 effectively excluded 
» the American oil companies from the Argentine market. 
a British-Egyptian agreement last spring sewed up the Egyptian market for 
Sterling oil. Washington objected, but only delayed matters. 

British-Swedish agreement this month seems to sew up the Swedish market for 
1950 Sterling oil. American companies are really getting riled. 
rein- India, weanwhile, prohibits further imports of fuel oil from dollar 
aes sources after Yanuary l. Britain requested such action. 
stor. 
r an- >> Upshot is that the U.S. Government is again coming to grips with the 
ei British Government over oil. Don't expect much to come of it. 
juce- | American companies say they are willing to sell for sterling in these mar- 
ae | kets. But London doesn't seem to want them holding a lot of pounds. Conversion 
* that rs from pounds into dollars remains a difficult problem. Through exchange con- 
— trols, London can really exclude dollar oil from the entire sterling area. 
_ (over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


American companies feel they are being discriminated against. 

Official Washington be1ieves that little can be done to reverse this trend. 
therefore, may take matters into their own hands. This 
it might mean heavier imports 





American companies, 
could mean price cutting in world markets. Also, 
of oil into the U.S. by American companies finding it hard to sell elsewhere. 


>> Britain's dollar shortage also is to affect Canadian farmers increasingly. 
Canadian food exports have gone largely to Britain. But in the new year 

British buying will be curtailed. Trade that Canada loses will go to Denmark, 

the Netherlands, Poland, Australia and New Zealand. The British don't have to 








use dollars to buy in those countries. 


In 1949, Canada had big contracts with Britain to ship wheat, eggs, 


bacon, cheese, canned salmon, apples, fruit, pulp. 
In 1950, Britain will buy only wheat, some cheese, maybe some bacon. 
Canada _ was the chief breadbasket for Britain during the war. Food exports 
were pushed to dizzy heights. Decline since has been amazing. 
Bacon exports to Britain during the war averaged 667 million pounds a 
year. This year, they were down to about 56 million pounds. 
Eggs to Britain reached a peak at 88 million dozen in 1945. Sales feil 
to 40 million dozen this year. Britain will take none in 1950. 
Cheese exports averaged 132 million pounds in 1943-45, fell to 50 million 
pounds this year. Canada has a cheese surplus. Britain wants lower prices. 
Evaporated-milk exports ran to about 600,000 cases annually during the 
war and postwar years. But Britain has bought none since early 1948. 
Butter and beef were bought by Britain during the war, but now no more. 
Shrinkage of British market hasn't had such a drastic effect on Canada as 4 
you might think. Canada's own consumption of food has increased. U.S. markets 
for some products such as beef and apples have been cultivated successfully. 
Continental Europe opened up as a temporary market right after the war. 














>> But now Canadian prospects are not so good. Farm production still is high. 
But exports are fading. This is serious. A third of Canada's exports are farm 
products. Exports are Canada's lifeblood. New markets aren't easy to find. 

The U.S. market is very tempting. But the U.S. has farm surpluses, too, 
often in the same products; for example, in cheese, butter, eggs. 

U.S. farm surpluses--especially wheat--hold a real danger for Canada. As 
they pile up, the U.S. Congress will be less and less happy about having 
Marshall Plan dollars used to buy things like Canadian wheat and cheese. 

Entire British program for buying Canadian food in 1950 depends on using 
Marshall Plan dollars. If these dollars cannot be used to buy in Canada, 
Britain must cut back her Canadian purchases even more drastically than now. 

This possibility is a nightmare to Canada. It almost happened in 1949. 

If Canada's food cannot be sold for dollars, her buying in the U.S. will 
go into a tailspin. And she is the best customer the U.S. has. 

















>> Roaring bull market on German stock exchanges is significant..... 
Prices of leading industrial shares have tripled since early autumn. Ger- 
man heavy industries--steel, coal, shipbuilding--are getting most attention. 
Upswing is laid to industrial gains, revision of dismantling, Allied co- 
operation with the new Government. Things begin to look rosy to the Germans. 
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INDICATORS OF BUSINESS ACTIVITY 


Business activity, measured by retail 


sales and factory output, is ap- 
proaching the highest rate since the 
spring of 1949, accompanied by 
advancing prices in the stock mar- 
ket. 


Department-store sales rose to the 


largest dollar total in history in the 
week ended December 17, exceed- 
ing by 1 per cent sales in the cor- 
responding weeks of 1947 and 
1948. It was the first time since 
May, 1949, that sales have run 
above the same week a year earlier. 
December sales are likely to be at 
least 5 per cent above November 
and almost equal to December, 
1948. 


Forces behind the splurge in spending 


include anticipation by veterans of 
the 2.8-billion-dollar insurance divi- 
dend to be paid early in 1950, 
growing use of consumer credit, 
postponement of shopping from No- 
vember and favorable weather. 


Retail-store sales in November held 


at a rate of 127.6 billion dollars per 
year, only 1 per cent below Novem- 
ber, 1948. 


The physical volume of goods sold 


at retail is higher than a year ago. 
Dollar sales are about the same, but 
prices average 6 per cent below a 
year ago at department stores, 
about 4 per cent below for retail 
stores in general. 


Factory output climbed to 184.2 on 


the indicator in the week ended 
December 17, from 183.6 previous 
week, regaining the level of Sep- 


(1935-39 = 100) 


Stock-market. prices 





(All Corporations) 


Market Value of All Shares 
Listed on N.Y. Stock Exchange 





Source: Commerce Dept. & N. Y¥. Stock Exchange 
© 1949, By U. S. News Pub. Corp. 


tember, which was the highest since 
April. 


Inventory worries of merchants are 


relieved by the rise in sales. On 
November 1, department-store in- 
ventories were 7 per cent above 
September 1, v’hile November sales 
were 4 per cent below September. 
The rise of at least 5 per cent in 
December sales over November 
puts stores in a position to resume 
ordering from suppliers at a good 
rate. 

mounted to 
198.52 on the Dow-Jones indus- 
trial average on December 22, high- 


est since 1946. Trading volume 
since October has ranged from 1 
million to over 2 million shares 
daily. It averaged less than 1 mil- 
lion from January to October. 


Dividend payments, shown in the 


top chart, have risen over 40 per 
cent since 1946, yet stock prices 
are still below the best prices of 
that year. Except for the 1940-42 
period, when wartime uncertainties 
depressed the market, the market 
value of stocks in the past has 
moved closely with dividends. 


An uninterrupted rise in stock prices 


tends to stimulate business activity. 


Corporate stock issues for new capi- 


tal had fallen to only 809 million 
dollars in the first 11 months of 
1949, only 60 per cent of same 
period in 1946. Bond issues, mean- 
while, had risen to 3,685 million 
dollars, 160 per cent above 1946. 
Business expenditures for expansion 
will be aided when old and new 
concerns can sell shares at favorable 
prices and avoid going into debt. 


Consumer spending also tends to be 


strengthened by stock-market prof- 
its, whether realized or on paper. 
Market value of shares listed on the 
New York Stock Exchange rose 
about 10 billion dollars from July 
to November. 


Optimism of consumers, investors and 


businessmen has replaced the pes- 
simism that ruled earlier in 1949. 
At this time a high level of business 
activity seems assured for the 
months ahead. 
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Whispers. 





Stephen Early to Resign? . . . Mr. Truman’s Victory 
In Social Test With Stalin . . . ‘Expendable’ West Coast 


President Truman is not so sure that 
it would be a wise thing for the Demo- 
crats to defeat Senator Robert Taft 
for re-election to the Senate in 1950. 
Looking ahead to 1952, the President 
figures that Senator Taft, re-elected, 
might be the Republican nominee for 
the Presidency and would be easier to 
defeat than some other nominee. 


xk 


Dwight Eisenhower, Columbia Uni- 
versity president and former com- 
mander of Allied forces in Europe, is 
genuinely surprised by the spontane- 
ous interest in the idea of his nomi- 
nation to head the Republican ticket 
in 1952. It isn’t going to take any 
effort on the part of the General 
to produce powerful support for his 
draft. 


x * * 


Senator Arthur Vandenberg, Repub- 
lican Senate leader on foreign policy, 
is tripping up some party leaders who 
want to capitalize on opposition to 
the present foreign policy as an is- 
sue in the 1950 campaign. Senator 
Vandenberg insists that this coun- 
try’s foreign policy should be kept 
out of partisan politics in the period 
ahead. 


wk & 


John Snyder, Treasury Secretary, is 
unable to spark the slightest interest 
among Democratic Party leaders in 
Congress for the idea of increasing 
taxes in 1950. 


xk & 


President Truman himself shaped the 
strategy that calls for early considera- 
tion by Congress of highly contro- 
versial legislation to approve a Fed- 
eral Fair Employment Practices Act. 
The President decided that it is time 
to put Republican leaders on record 
on this issue even if it involves a deep- 
er split in his own party. 


xe 


There is talk that a new war scare 
might have to be stirred up in 1950 to 
induce Congress to re-enact the draft 
law that otherwise expires June 24. 


52 


Louis Johnson, Defense Secretary, 
isn’t helped by the reference by the 
French War Minister to the point 
that U.S. spends 33 per cent of its 
budget for military purposes while 
Britain spends 23 per cent, France 18 
and Russia 19. The French wanted to 
impress their people with the relative- 
ly low price being paid for defense, 
compared with the relatively high 
price U.S. taxpayers pay. 


xk kk 


Mr. Johnson and other U.S. civilian 
defense officials are talking down 
the report of Britain’s authoritative 
“Jane’s Fighting Ships” that Russia 
plans to have 1,000 submarines on 
hand by the end of 1952. Secretary 
Johnson insists that Russia has no 
naval power and he is convinced, too, 
that the Russians haven't exploded an 
atomic bomb. 


xk & 


Under the new concepts of national 
defense, formulated by the dominat- 
ing group of military planners, the 
West Coast is considered “expend- 
able” while attention is centered on 
the East Coast and on Europe. Rus- 
sia is concentrating much of her grow- 
ing naval power in the Pacific while 
U.S. is forced to disperse its dwin- 
dling potver at sea, so that there isn’t 
enough to go around. 


xk * 


Francis Matthews, Secretary of the 
Navy, is not so sure now that he wants 
to do any more early cracking down 
on the Navy’s admirals. Consideration 
had been given to removal of Admiral 
Arthur Radford as commander of the 
U.S. Pacific Fleet for his part in giv- 
ing testimony to Congress on U.S. 
defense policy. 


x «x 


Stephen Early, Under Secretary of 
Defense, is planning to step out of of- 
fice in the spring if the reports of 
some of his official friends are correct. 


x* * 


Vice Admiral Oscar Badger is being 
considered for a job as U.S. political 


high commissioner for the Far Eastern 
area. It had been suggested that 
General of the Army Douglas Mac- 
Arthur, Supreme Commander in Ja- 
pan, should take over U.S. affairs 
throughout the Far East, but that 
suggestion is not to be accepted. 


x kk 


President Truman has just won a so- 
cial battle, having political overtones, 
with Joseph Stalin. The Prime Min- 
ister of Pakistan, holding invitations 
to visit both Mr. Stalin and Mr. Tru- 
man, decided to accept the Truman 
invitation for a stay in Washington, 
rather than the Stalin invitation for 
a stay in Moscow. 


k k& * 


U.S. military officials appear to favor 
moving of American troops into For- 
mosa as insurance that this island off 
the Chinese coast will not fall to Chi- 
nese Communists. Mr. Truman goes 
along with political officials who think 
that military occupation would be a 
mistake. 


xk *& 


Trial balloons are going up to test the 
idea that U.S. should help Britain re- 
finance her war debts to India, Argen- 
tina, Egypt and other nations and 
should undertake to help Britain pay 
off part of those debts. The suggestion 
is made that the cost to U.S. might 
not be more than 1 billion dollars. 


* * *® 


An American suggestion that the reg- 
ular French Army of about 15,000 
men be withdrawn from French Indo- 
China back to home base in Europe, 
to strengthen European defenses, 1s 
getting no place. France finds that her 
military troubles in Indo-China are 
multiplying now that Chinese Com- 
munists are on the border. 


xk * 


Konrad Adenauer, Chancellor of West- 
ern Germany, is crossing up high Al- 
lied officials in Germany with his open 
talk about rebuilding of German mili- 
tary power. That subject was sup- 
posed to be kept under cover. 
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When Columbus proved that the earth was round he was 
merely demonstrating a fact that had existed since the be- 
ginning of creation. Recently a fact of practical value 
to national advertisers has been clearly brought to light— 
oe - that 
no other news magazine, no other management magazine 

—and no combination of any of them— 

covers to any appreciable extent the same 

men and women who subscribe to 


U.S. NEWS & WORLD REPORT 
+ 
Here is an important, largely unduplicated audience of 
more than 350,000 men and women who buy copies each 
week of U.S. News & World Report—the ONLY magazine 
that gives them the kind of news they want. 
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A New LIBERTY LIMITED 


PREMIER PULLMAN-COACH STREAMLINER 
Leading 9 Daily Services—Washington « Baltimore * Chicago 


» FOR PULLMAN PASSENGERS —a wide selection of e FOR COACH PASSENGERS—newest overnight reclining 
private rooms in new all-private-room sleeping cars... seat coaches with spacious washrooms, panoramic win- 
Drawing Rooms, Compartments, Bedrooms, Duplex dows, ample luggage space and many other modern 
Rooms and Roomettes—all providing latest refinements conveniences. Colorful new Club Lounge Car with 
for comfortable, carefree travel. Restful Berths are also complete facilities for relaxation en rouce. 
available in regular section-type cars. For leisure enjoy- 
ment—new, invitingly furnished Mid-Train Lounge and 
Observation-Lounge Cars. 


® FOR ALL—a beautifully decorated new Master Dining 
Car ...a choice selection of delicious foods. 


A New “‘SPIRIT OF ST. LOUIS”’ 


ALL-PULLMAN STREAMLINER 
Leader of the Southwest Fleet of 5 Daily Services—Washington « Baltimore ¢ St. Louis 


New, latest-type all-private-room sleeping cars afford 5 e Handsome, new Observation-Lounge and Mid-Train 
Lounge Cars are considerately planned for leisure with 


distinct types of accommodations—Drawing Rooms, 
roomy settees, easy chairs and game tables. 


Compartments, Bedrooms, Duplex Rooms and Room- 
ettes. All afford the newest and most complete appoint- e A beautiful and spacious new Master Dining Car offers 
ments for restful, private travel. In addition, comfortable a delightful setting for the enjoyment of fine meals 


Berths are available in section-type sleeping cars. on wheels, 


PewNWCVIVANIA RAILROAD 
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